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Dear Shareholders,

2007 was another extraordinary year for Chipotle. We built 125 new restaurants throughout the country, improved
the dining experience for our guests, and strengthened our company’s culture.

As we continue to grow, our vision remains the same: to change the way the world thinks about and eats fast food.
We believe that the best way to accomplish this is to do just a few things, and do them better than anybody else.
For this reason, we continue to improve the quality of our raw ingredients and the methods we use to prepare food
for our customers. Additionally, we continue to improve our customer service by attracting and retaining better
managers and crews within our restaurants. We are making this happen by building a unique corporate culture:
one that appeals to the highest performers, and empowers them to take broader leadership roles in the company.

In 2007, we continued to serve more naturally raised meat {meat from animals that are raised in a humane way,
never given antibiotics or added hormones, and fed a pure vegerarian diet) than any other restaurant company. By
the end of the year, more than 85 percent of our restaurants were serving naturally raised chicken, more than 55
percent were serving naturally raised beef, and 100 percent were serving naturally raised pork.

Additionally, we completed our transition to serving cheese and sour cream made with milk from cows that are
not treated with the synthetic hormone rBGH (recombinant bovine growth hormone). That made Chipatle the
first national resraurant company to be 100 percent rBGH-free. And we continued to serve organically grown
black and pinto beans, with about 25 percent of all of our beans coming from organic farms in 2007. We also
began to use produce from local sources when seasonally available.

These superior quality ingredients cost more, but we believe that they taste better, and help us to build a stronger
bond with our customers. We believe that everyone should have access to better food from sustainable sources, and
we have built an economic model that allows us to invest more money in foed, while still producing outstanding
financial results.

We continue to reward and empower our best performers so their impact can be even greater. This commitrment
is best illustrated with our Restaurateur Program, a program that gives our elite restaurant managers significant
financial incentives to develop their crew into management roles, and to increase sales in their restaurants. We
finished 2007 with 78 Restaurateurs, so about 11 percent of our restaurants were being run by these outstanding
managers. This program is helping us identify and develop the future leaders of Chipotle, and gives us a strong
pipeline of managers that will help us as we open 130-140 new restaurants in 2008.

This continued focus led to very strong results in 2007, in spite of a very difficult operating environment in the
restaurant industry. We increased our revenue by 31.9 percent to $1.1 billion and achieved our 10th consecutive
year of double-digit comparable restaurant sales growth, primarily due to increased customer visits. We improved
our restaurant level operating margin to 22.3 percent, and grew net income 70.3 percent ro $70.6 million. And
we added 1235 new restaurants to end the year with 704 restaurants in 34 states.

We believe we have the right vision ar the right time. We will keep improving what we do, by pushing ourselves to
source ever better ingredients, cook bertter food, and develop better restaurant managers. This is the best way for
us to achieve our mission, and the best way for us to increase shareholder value,

Sincerely,

Steve Ells
Founder, Chairman ¢& CEQ
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PART1

ITEM 1. BUSINESS

General

Chipotle Mexican Grill, Inc. (“Chipotle”, the “Company”, or “We™} operates more than 700 restanrants in
33 states and the District of Columbia as of December 31, 2007. Our restaurants serve a focused menu of tacos,
burritos, salads and burrito bowls (a burrito without the tortilla), made using fresh ingredients. People outside our
company tend to categorize us as a “fast casual” concept—restaurants that are a step up from traditional fast
food, but not casual, sit-down places. We’ve never worried much about what category we're in. Instead, we
remain focused on trying to find the highest quality ingredients we can to make great tasting food; on recruiting
and retaining top performing people to ensure that the restaurant experience we provide is exceptional; and on
building restaurants that are operationally efficient, esthetically pleasing and with increasing awareness and
respect for the environment.

Chipotle began with a simple philosophy: Demonstrate that food served fast doesn’t have to be a traditional
“fast-food” experience. Over the years, that vision has evolved. Our vision is to change the way the world thinks
about and eats fast food. We do this by avoiding a formulaic approach when creating our restaurant experience,
looking to fine-dining restaurants for inspiration. We purchase high-quality fresh and raw ingredients, use classic

cooking methods and we have a distinctive interior design where friendly people take care of each customer— o

features that are more frequently found in the world of fine dining. Our approach is also guided by our strategy

called “Food With Integrity”. Our objective is to find the highest quality ingredients we can—ingredients that are RC)
O,

R
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grown or raised with respect for the environment, animals and people who grow or raise the food.

We are transitioning the management of our operations and restaurants from three regions to five regions
that all report into a single segment. Financial information about our operations, including our revenues and net
income for the years ended December 31, 2007, 2006, and 2005 and our tota] assets as of December 31, 2007 and
2006, is included in our consolidated financial statements and accompanying notes in Item 8, “Financial
Statements and Supplementary Data”.

Our predecessor corporation, World Foods, Inc., was founded in Colorado in 1993, McDonald’s
Corporation made an equity investment in us in February 1998, becoming our majority shareholder, and
simultaneous with McDonald’s initial investment in us, World Foods, Inc. merged with Chipotle Mexican Grill,
Inc., a newly-formed Delaware corporation. We completed our initial public offering of class A common stock in
January 2006. McDonald’s sold a portion of its interest in us in the initial public offering, sold an additional
portion of its interest in us in a secondary offering of class A common stock in May 2006, and disposed of its
remaining interest in us in an exchange offer to its shareholders that was completed in October 2006, As a result
of the completion of the McDonald’s exchange offer, we now have two publicly-traded classes of common stock,
class A and class B, and McDonald’s no longer owns any interest in us.

Our Menu and Food Preparation

A Few Things, Thousands of Ways. We serve only a few things: burritos, burrito bowls, tacos and salads.
But because customers can choose from four different meats, two types of beans and a variety of extras such as
salsas, guacamole, cheese and lettuce, there’s enough variety to extend our menu to provide countless choices.
We plan to keep a focused menu, but we’ll consider additions that we think make sense. For example, in 2005 we
rolled out a salad that uses the same ingredients as our burritos and tacos, with the addition of chipotle-honey
vinaigrette that we make in the restaurant daily. And if you can’t find something on the menu that’s quite what
you're after, let us know. If we can make it from the ingredients we have, we'll o it.

In preparing our food, we use gas stoves and grills, pots and pans, cutting knives, wire whisks and other
kitchen utensils, walk-in refrigerators stocked with a variety of fresh ingredients, herbs and spices and dry goods
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such as rice. Ingredients we use include chicken and steak that is marinated in our restaurants, carnitas (seasoned
and braised pork), barbacoa {spicy shredded beef) and pinto and vegetarian black beans. We add our rice, which
is tossed with lime juice and freshly chopped cilantro, as well as freshly shredded cheese, sour cream, lettuce,
tomatoes, peppers and onions, depending on each customer’s request. We use various herbs, spices and
seasonings to prepare our meais and vegetables. We also provide a variety of extras such as guacamole, salsas
and tortilla chips seasoned with fresh lime and kosher salt. In addition to sodas and fruit drinks, most of our
restaurants also offer a selection of beer and margaritas. All of our food is prepared from scratch, with the
majority prepared in our restaurants while some is prepared with the same fresh ingredients in commissaries,

Food Served Fast ...So That Customers Can Enjoy It Slowly. Our employees spend hours preparing our food
on-site, but each customer order can be ready in seconds. Customers select exactly what they want and how they
want it by speaking directly to the employees that have prepared the food. While we think that our customers
return because of the great-tasting food, we also think that they like getting food served fast without having a
“fast-food” experience, even when they’re not in a hurry, And while our restaurants often have lines, we try to
serve customers as quickly as possible; we’ve even been able to serve more than 300 customers an hour at some
locations. The natural flow of our restaurant layout, including the floor plan and the design of our serving line,
are designed to make the food ordering process intuitive and, we believe, more efficient. And we’re focused on
further improving the speed of service in all of our restaurants, so that we can accommodate more customers and
larger orders without disrupting restaurant traffic. For instance, our restaurants accept orders by fax or over the
internet in order to allow customers in a hurry or with large orders to avoid standing in line to wait for their food.
We installed change machines at the cashier station in virtually all of our restaurants. We've also began testing a
hand-held point-of-sale terminal in a small number of our restaurants which allows customers to pay with a credit
card while waiting in line. We continue to review other equipment and kitchen design modifications to improve
the speed of service. By emphasizing speed of service without compromising the genuine interactions between
our customers and our crews, and by contimually making improvements to our restaurants to keep pace at even
our highest-volume restaurants, we believe that we can provide the Chipotle experience to more and more
customers.

“Food With Inzegrity.” More than anything, serving high quality food is what motivates us. And we're
always looking to make the food we serve better. As part of our “Food With Integrity” strategy, we believe that
using fresh ingredients is not enough, so we spend time on farms and in the field to understand where our
ingredients come from and how the animals are raised. This includes working with experts in the areas of animal
ethics to try to support more humane farming practices. Because our menu is so focused, we can concentrate on
where we obtain each ingredient, and this has become a cornerstone of our continuous effort to improve our food.
All of our pork, for example, is naturally raised, coming from animals that are fed a pure vegetarian diet, never
given antibiotics or hormones, and raised in open pastures or deeply bedded barns. We also serve naturally raised
chicken in about 84% of our restaurants and naturally raised beef in about 53% of our restaurants, We're also
investigating the use of more sustainably grown produce, meaning produce grown by suppliers who we believe
respect the environment and their employees, while still charging reasonable prices for our food. Today, about
30% of all of the beans we buy are organically grown- that is, they meet U.S. Food and Drug Administration
standards for “organic”- up from 25% during 2007. All of the sour cream and cheese we buy is made from milk
that comes from cows that are not given tBGH, or recombinant bovine growth hormone, to stimulate milk
production.

We do, however, face challenges in pursuing our Food With Integrity strategy, including the length of time
it takes to identify and secure relationships with suppliers, and the costs and risks associated with purchasing
naturally raised or sustainably grown ingredients. Naturally raised meat and sustainably grown vegetables are
more costly and the growth process is longer. Herd losses can also be greater when animals aren’t treated with
antibiotics and hormones. Given the costs associated with natural and sustainable farming practices, many large
suppliers have not found it economical to pursue business in this area. We believe that consumers’ increasing
concern about where and how food is raised, and in the environmental management, animal husbandry and labor
practices of food suppliers, will foster demand for these foods. We believe that increased demand for naturaily
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raised meat and produce will continue to attract the interest and capital investment of larger farms and suppliers.
That said, we understand that we’ll continue to be at the forefront of this trend and must balance our interest in
advancing “Food With Integrity” with our desire to provide great food at reasonable prices. If our focus resonates
with consumers, it should improve our sourcing flexibility, although we would expect that these ingredients and
other raw materials will remain more expensive than commodity-priced equivalents for some time to come.

Quality Assurance and Food Safety. Chipotle is committed to serving safe, high quality food to our
customers. Quality and food safety is integrated throughout our supply chain and everything we do; from the
farms that supply our food all the way through to our front line. We have established close relationships with
some of the top suppliers in the industry, and we actively maintain a limited list of approved suppliers from
whom our distributors must purchase. Our quality assurance department establishes and monitors our quality and
food safety programs, including farm, supplier and distributor audits. Our training department develops and
implements operating standards for food quality, preparation and safety in the restaurants, Qur food safety
programs are also designed to ensure that we comply with applicable state and local food safety regulations,

Restaurant Management And Operations

Culture of High Performers. We value the individuality of our company, our employees and our customers,
which we believe results in a management, operations and training philosophy distinct from that of our
competitors. We make an effort to hire employees who share a passion for food, and who will operate our
restaurants in a way that is consistent with our high standards but that allows each of their unique personalities
and strengths to contribute to our success. We provide attractive career opportunities to crew and managers who
are committed to work hard, provide great customer service and have the ability to lead and empower others. We
provide hands on, shoulder to shoulder training to develop the full potential of our restaurant employees. Our
best restaurant managers who run great restaurants and develop strong restaurant teams are promoted to
Restaurateur, and can earn bonuses for developing people and building sales. Through our culture, diversity and
language programs that we provide in all of our markets, we teach English to Spanish-speaking workers, which
helps our crew provide better customer service and provides greater career opportunities. This program helps
encourage our staff members to develop skills that will enhance their work experience and enrich their personal
lives.

Importance of Methods and Culture. Although we have many restaurants, we believe that our departure
from the automated cooking techniques used by many traditional fast-food and fast-casual restaurants helps to set
us apart. Our crews use classic cooking methods: they marinate and grill meats, hand-chop produce and herbs,
make fresh salsa and guacamole, and steam rice in small batches throughout the day. They work in kitchens that
more closely resemble those of high-end restaurants than they do a typical fast-food place. Despite our more
labor-intensive method of food preparation our focused menu creates efficiencies which allow us to serve high
quality food, made from ingredients typically found in fine dining restaurants.

The Front Line is Key. Our restaurant and kitchen designs intentionally place crew members up front with
customers to reinforce our focus on service. All of our restaurant employees are encouraged to have genuine
interactions with customers no matter their specific job, whether preparing food or serving customers during our
busiest period. We focus on attracting and keeping people who can deliver that experience for each customer
“one burrito at a time”. We provide each customer with individual attention and make every effort to respond to
customer suggestions and concems in a personal and hospitable way. We believe our focus on creating a positive
and interactive experience helps build loyalty and enthusiasm for our brand among restaurant managers, crew
members and customers alike.

The Basics. Each restaurant typically has a restaurant manager (a position we’ve characterized as the most
important in the company), an assistant manager, one or two hourly service managers, one or two hourly kitchen
managers and an average of approximately 19 to 23 full and part-time crew members. We generally have two
shifts at our restaurants, which simplifies scheduling and provides stability for our employees. We tend to have
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more employees in our busier restaurants. We cross-train our people, so that each can work a variety of stations,
allowing us to work efficiently during our busiest times, while giving our people greater variety and the
opportunity to develop a wider array of skills. Consistent with our emphasis on customer service, we encourage
our restaurant managers and crew members to welcome and interact with customers throughout the day. And
although they may increase our labor costs, we believe that the benefits we provide to our employees, which
inciude language training and our company car program for longer-term restaurant managers, help us to attract
and keep top performing restaurant managers and crew members.

In addition to the employees serving our customers at each restaurant, we also have a field support system
that includes area managers, operations directors and regional directors. We are reviewing the field support
structure to ensure it is effective and efficient as we grow, and are in the process of reorganizing from three
regions to five.

Provisions and Supplies

Close Relationships With Suppliers. Maintaining the high quality levels we expect in our restaurants
depends in part on our ability to acquire fresh ingredients and other necessary supplies that meet our
specifications from reliable suppliers. We purchase from various suppliers, carefully selected based on quality
and their understanding of our brand, and we seek to develop mutually beneficial long-term relationships with
them. We work closely with our suppliers and use a mix of forward, fixed and formula pricing protocols. We’ve
tried to tncrease, where necessary, the number of suppliers for our ingredients, which we believe can help
mitigate pricing volatility, and we follow industry news, trade issues, weather, crises and other world events that
may affect supply prices.

We do not purchase raw materials directly from farmers or other suppliers, but have approved all of the
suppliers from whom ingredients are purchased for our restaurants. Distribution centers purchase ingredients and
other supplies from suppliers we select based on our quality specifications within the pricing guidelines and
protocols we have established.

Distribution Arrangements. We deliver ingredients and other supplies to our restaurants from 21
independently owned and operated regional distribution centers. As we continue to expand geographically, we
expect to add additional regional distribution centers.

Marketing

We believe the best and most recognizable brands aren’t built through advertising or promotional campaigns
alone, but also through deeply held beliefs that are evident in how the company is run. All of the ways that we
project ourselves—beginning with each customer’s experience in our restaurants, the look and feel of our
restaurants, our advertising and promotional programs, and the design items that carry our name or logo—
influence how people think about us. By adhering to this principle, we believe that Chipotle is well on its way to
becoming a highly recognized brand.

When we open a new restaurant, we plan a range of activities to introduce Chipotle to the local community
to help create interest in the restaurant from the start. Our advertising primarily includes print, outdoor, transit
and radio ads. In addition, we continue to generate considerable media coverage, with scores of publications
writing favorably about our food, restaurant concept and business, and our food and restaurants have been
featured in a number of television news programs.

Although our marketing program has many components, we believe the single greatest contributor to our
success has been word-of-mouth, with our customers learning about us and telling others. Some of our customers
have gone so far as 10 develop websites about Chipotle, providing a way for Chipotle customers to share their
stories. This kind of support helps promote our business without requiring additional advertising expenditures.
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Competition

The fast-casual segment of the restaurant industry is highly competitive and fragmented. In addition, fast-
casual restaurants compete against other segments of the restaurant industry, including quick-service restaurants
and casual dining restaurants. The number, size and strength of competitors vary by region. All of these
restaurants compete based on a number of factors, including taste, quality, speed of service, value, name
recognition, restaurant location, customer service and the ambience and condition of each restaurant.

We compete with national and regional fast-casual, quick-service and casual dining restaurants. Our
competition also inctudes a variety of locally owned restaurants and the deli sections and in-restaurant cafés of
several major grocery store chains. Many of our competitors have greater financial and other resources, have
been in business longer, and have greater name recognition than we have, and are better established than we are
in the markets where our restaurants are located or are planned to be located.

We believe we're well-positioned to continue to grow our market position in existing and new markets
given current consumer trends, including the increasing impact of Hispanic culture on food, the growth of the
Mexican food segment and increasing awareness and concern among consumers about what they eat and how it
is prepared. Some of our competitors have formats similar to ours. We believe, however, that Chipotle has
become one of the most recognized fast-casual restaurants and is known for its focus on using a variety of fresh
ingredients and commitment to “Food With Integrity,” which we think represents a significant competitive
advantage in the segment in which we operate.

Seasonality

F odo freo ity W

Seasonal factors cause our profitability to fluctuate from quarter to quarter. Historicaily, our average daily
restaurant sales and profits are lower in the first and fourth quarters due, in part, to the holiday season and
because fewer people eat out during periods of inclement weather (the winter months) than during periods of
mild or warm weather (the spring, summer and fall months). Other factors also have a seasonal effect on our
results, For example, restaurants located near colleges and universities generally do more business during the
academic year.

Our Intellectual Property and Trademarks

“Chipotle,” “Chipotle Mexican Grill,” *Chipotle Mexican Grill (in stylized font),” “Unburritable,” *Food
With Integrity,” “Fresh Is Not Enough, Anymore,” *“The Gourmet Restaurant Where You Eat With Your Hands,”
the Chili Pepper Logo design, the Foil Burrito design and the Chipotle Medallion design are U.S. registered
trademarks of Chipotle. We have filed trademark applications for a number of other marks in the U.S. In addition
to our U.S. registrations, we own the trademarks for “Chipotle Mexican Grill” in Australia, Brazil and Mexico
and for “Chipotle” in Australia and the European Union, among other countries. We have filed trademark
applications for “Chipotle” and related marks in a number of additional countries, including Canada.

We also believe that the design of our restaurant is our proprietary trade dress. From time to time we have
taken action against other restaurants that we believe are misappropriating our trademarks, restaurant designs or
advertising. Although our policy is to protect and defend vigorously our rights to our intellectual property, we
may not be able to adequately protect our intellectual property, which could harm the value of our brands and
adversely affect our business.

Information Systems

Chipotle uses an integrated information system to manage the flow of information within each restaurant
and between the restaurants and the corporate office. This system includes a point-of-sales local area network
that helps facilitate the operations of the restaurant by recording sales transactions and printing orders in the

5




appropriate locations within the restaurant. Additionally, the point-of-sales system is used to authorize, batch and
transmit credit card transactions, to record employee time clock information, and to produce a variety of
management reports. Select information that is captured from this system is transmitted to the corporate office on
a daily basis, which enables management to continuatly monitor operating results. We believe that our current
point-of-sales systems will be an adequate platform to support our continued expansion,

Employees

As of December 31, 2007, we had about 18,800 employees, including 1,800 salaried employees and 17,000
hourly employees. None of our employees are unionized or covered by a collective bargaining agreement.

Available Information

‘We maintain a website at www.chipotle.com. The information on or available through our website is not,
and should not be considered, a part of this report. You may access our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-X and amendments 10 those reports, as well as other reports
relating to us that are filed with or furnished to the SEC, free of charge at our website as soon as reasonably
practicable after such material is electronically filed with or furnished to the SEC.

ITEM 1A. RISK FACTORS
Cautionary Note Regarding Forward-Looking Statements

This report includes statements of our expectations, intentions, plans and beliefs that constitute “forward-
looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934 and are intended to come within the safe harbor protection provided by those
sections. These statements, which involve risks and uncertainties, relate to the discussion of our business
strategies and our expectations concerning future operations, margins, profitability, liquidity and capital
resources and to analyses and other information that are based on forecasts of future results and estimates of
amounts not yet determinable. Forward-looking statements include our estimates of the amount of certain
expected expenses for 2008, as well as the number of restaurants that we expect to open in 2008 and potential
changes in our comparable restaurant sales during 2008. We have used words such as “may,” “will,” “should,”
“expects,” “intends,” “plans,” “anticipates,” “believes,” “thinks,” “estimates,” “seeks,” “expects,” “predicts,”
“could,” “projects,” “potential” and other similar terms and phrases, including references to assumptions, in this
report to identify forward-looking statements. These forward-leoking statements are made based on expectations
and beliefs concerning future events affecting us and are subject to uacertainties, risks and factors relating to our
operations and business environments, all of which are difficuit to predict and many of which are beyond our
control, that could cause our actual results to differ materially from those matters expressed or implied by these
forward-looking statements. These risks and other factors include those listed in this Item 1A. “Risk Factors,”
and elsewhere in this report.
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When considering these forward-looking statements, you should keep in mind the cautionary statements in
this report and the documents incorporated by reference. New risks and uncertainties arise from time to time, and
we cannot predict those events or how they may affect us. We assume no obligation to update any forward-
looking statements afier the date of this report as a result of new information, future events or developments,
except as required by the federal securities laws.

Increasing our sales and profitability depends substantially on our ability (o open new restaurants and is
subject to many unpredictable factors.

There were 704 Chipotle restaurants as of December 31, 2007, We plan to increase the number of our
restaurants significantly in the next three years. We may not be able to open new restaurants as quickly as
planned. We have experienced delays in opening some restaurants and that could happen again. Delays or
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failures in opening new restaurants could materially and adversely affect our growth strategy and our expected
results. As we operate more restaurants, our rate of expansion relative to the size of our restaurant base will
decline. In addition, one of our biggest chaltenges is locating and securing an adequate supply of suitable new
restaurant sites. Competition for those sites in our target markets is intense, and lease costs are increasing
(particularly for urban locations). Our ability to open new restaurants also depends on other factors, including:

+ obtaining and negotiating leases with acceptable terms;
» hiring and training qualified operating personnel in the local market;

» managing construction and development costs of new restaurants at affordable levels, particularly in
competitive markets;

« the availability of construction materials and labor,

« the availability of, and our ability to obtain, adequate supplies of ingredients that meet our quality
standards;

» securing required governmental approvals (including construction, parking and other permits) in &
timely manner; and

» the impact of inclement weather, natural disasters and other calamities, such as hurricanes Katrina and
Rita in 2005.

Although we plan to open a total of between 130 and 140 restaurants in 2008, we may not be able to do so
for the reasons described in this risk factor. In addition, our progress in opening new restaurants from quarter to
quarter may occur at an uneven rate, which may result in quarterly sales and profit growth falling short of market
expectations in some periods. In addition, this growth strategy and the substantial investment associated with the
development of each new restaurant (as well as the impact of our new restaurants on the sales of our existing
restaurants) may cause our operating results to fluctuate and be unpredictable or adversely affect our profits.

Our sales and profit growth could be adversely affected if comparable restaurant sales are less than we
expect.

While future sales growth will depend substantially on our plans for new restaurant openings, the level of
comparable restaurant sales (which include company-operated restaurants only and represent the change in
period-over-period sales for restaurants beginning in their 13th full month of operations) will also affect our sales
growth and will continue to be a critical factor affecting profit growth. This is because the profit margin on
comparable restaurant sales is generally higher, as comparable restaurant sales increases enable fixed costs to be
spread over a higher sales base. While we do not expect comparable restaurant sales growth to continue at
historical levels and expect comparable restaurant sales increases in 2008 in the low to mid single digits due to
difficult prior year comparisons and the potential impact of weaker consumer spending, our plans do incorporate
increases in comparable restaurant sales. Our ability to increase comparable restaurant sales depends in part on
our ability to successfully implement our initiatives to increase the speed at which our crew serves each
customer, and expanded use of fax service lines and online ordering, which we may not be able to do. It is
possible that we will not achieve our targeted comparable restaurant sales growth or that the change in
comparable restaurant sales could be negative. If this were to happen, sales and profit growth would be adversely
affected.

Our failure to manage our growth effectively could harm our business and operating results,

Our plans call for a significant number of new restaurants. Our existing restaurant management systems,
financial and management controls and information systems may be inadequate to support our expansion.
Managing our growth effectively will require us to continue to enhance these systems, procedures and controls
and to hire, train and retain restaurant managers and crew. We also are restructuring our field management
structure, in part due to our recent rapid growth, We may not respond quickly enough to the changing demands
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that our expansion will impose on management, crew and existing infrastructure, and changes to our operating
structure may resualt in increased costs or inefficiencies that we cannot currently anticipate. Changes as we grow
may have a negative impact on the operation of our restaurants, and cost increases resulting from our inability to
effectively manage our growth could adversely impact our profitability. We also place a lot of importance on our
culture, which we believe has been an important contributor to our success. As we grow, however, we may have
difficulty maintaining our culture or adapting it sufficiently to meet the needs of our operations. Our failure to
foster and maintain our corporate culture could also harm our business and operating results,

New restaurants, once opened, may not be profitable, and the increases in average restaurant sales and
comparable restaurant sales that we have experienced in the past may not be indicative of future results.

Historically, many of our new restaurants have opened with an initial ramp-up period typically lasting
24 months or mote, during which they generated sales and income below the levels at which we expect them to
normalize. This is in part due to the time it takes to build a customer base in a new area, higher fixed costs
relating to increased occupancy costs and other start-up inefficiencies that are typical of new restaurants. New
restaurants may neither be profitable nor have similar results as our existing restaurants. In addition, our average
restaurant sales and comparable restaurant sales likely will not continue to increase at the rates achieved over the
past several years. Our ability to operate new restaurants profitably and increase average restaurant sales and
comparable restaurant sales will depend on many factors, some of which are beyond our control, including;

= executing our strategies effectively;

* initial sales performance of new restaurants;

* competition, either from our competitors in the restaurant industry or our own restaurants;
* changes in consumer preferences and discretionary spending;

* consumer understanding and acceptance of the Chipotle experience;

* road construction and other factors limiting access to new restaurants;

* general economic conditions, which can affect restaurant traffic, local labor costs and prices we pay for
the ingredients and other supplies we use, and

+ changes in government regulation.

1f we fail to open restaurants as quickly as planned or if new restaurants do not perform as planned, our
business and future prospects could be harmed. In addition, changes in our average restaurant sales or
comparable restaurant sales could cause our operating results to vary adversely from expectations, which could
cause the price of our common stock to decline.

QOur expansion into new markets may present increased risks due to our unfamiliarity with those areas.

Some of our new restaurants are planned for markets where we have little or no operating experience. For
instance we have announced plans to open a restaurant in Toronto in 2008, which will be our first restaurant
outside of the United States. New markets may have different competitive conditions, consumer tastes and
discretionary spending patterns than our existing markets. As a result, new restaurants in those markets may be
less successful than restaurants in our existing markets. Consumers in a new market may not be familiar with the
Chipotle brand, and we may need to build brand awareness in that market through greater investments in
advertising and promotional activity than we originally planned. We may find it more difficult in new markets to
hire, motivate and keep qualified employees who can project our vision, passion and culture. Restaurants opened
in new markets may also have lower average restaurant sales than restaurants opened in existing markets, and
may have higher construction, occupancy or operating costs than restaurants in existing markets. We may also
have difficulty finding reliable suppliers or distributors or ones that can provide us, either initially or over time,
with adequate supplies of ingredients meeting our quality standards. Sales at restaurants opened in new markets
may take longer to ramp up and reach expected sales and profit levels, and may never do so, thereby affecting
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our overal! profitability. Some or all of these factors may be more pronounced in markets outside the United
States due to cultural, regulatory or economic differences with which we are not familiar, which may have a
particularly adverse impact on our sales or profitability in those markets and could thereby adversely impact our
overall results.

Changes in foed and supply costs could adversely affect our results of operations.

Our profitability depends in part on our ability to anticipate and react to changes in food and supply costs.
Like all restaurant companies, we are susceptible to increases in food costs as a result of factors beyond our
control, such as general economic conditions, seasonal fluctuations, weather conditions, demand, food séfety
concerns, generalized infectious diseases, product recalls and government reguiations. Due to increased demand
for ethanol the cost of corn has increased substantially, which has increased the cost of corn-sourced ingredients
as well as wheat, soybeans and rice. This has led to upward pricing pressures on many of our other raw
ingredients including chicken, beef, tortillas and rice, and we expect that pressure to continue throughout 2008.
Furthermore, our pricing protocols for cheese expired at the end of 2007, which has resulted in pricing increases
on cheese that we expect to continue throughout 2008. As a result of freezes in California and Chile, and
potentially as a result of wildfires in California, we expect price pressure on avocados to continue in 2008 as
well. Any increase in the prices of the ingredients most critical to our menu, such as beef, chicken, cheese,
avocados, beans, tomatoes and pork, could adversely affect our operating results. Alternatively, in the event of
cost increases with respect to one or more of our raw ingredients, we may choose to suspend serving menu items,
such as guacamole, rather than paying the increased cost for the ingredients. Any such changes to our available
menu may negatively impact our restaurant traffic and comparable restaurant sales.

Additional instances of e. coli, avian flu, “mad cow” disease or other food-borne illnesses could adversely
affect the price and availability of the meat or produce we use to prepare our Jfood, cause the temporary
closure of some restaurants and result in negative publicity, thereby resulting in a decline in our sales.

In 2006, outbreaks of e. coli relating to certain food items caused consumers 10 avoid certain products and
restaurant chains. Asian and European countries have also experienced outbreaks of avian flu, and incidents of
“mad cow” disease have occurred in Canadian and U.S. cattle herds. These problems, other food-borne illnesses
(such as hepatitis A, trichinosis or salmonella) and injuries caused by food tampering have in the past, and could
in the future, adversely affect the price and availability of affected ingredients and cause customers to shift their
preferences, particularly if we choose to pass any higher ingredient costs along to consumers. As aresult, our
sales may decline.

Instances of food-borne illnesses, real or perceived, whether at our restaurants or those of our competitors,
could also result in negative publicity about us or the restaurant industry, which could adversely affect sales. If
we react to negative publicity by changing our menu or other key aspects of the Chipotle experience, we may
lose customers who do not accept those changes, and may not be able to attract enough new customers to
produce the revenue needed to make our restaurants profitable. In addition, we may have different or additional
competitors for our intended customers as a result of making these changes and may not be able to compete
successfully against those competitors. If our customers become ill from food-bomne illnesses, we could be forced
to temporarily close some restaurants. A decrease in customer traffic as a result of these health concerns or
negative publicity, or as a result of a change in our menu or dining experience or a temporary closure of any of
our restaurants, could materially harm our business.

Our business could be adversely affected by increased labor costs or difficulties in finding the right
employees for our restaurants.

Labor is a primary component of our operating costs, and we believe good managers and crew are a key part
of our success. We devote significant resources to recruiting and training our restaurant managers and crew.
Increased labor costs due to factors like competition, increased minimum wage requirements, employee benefits
and changes due to our new restaurant staffing structure would adversely impact our operating costs. Our success
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also depends in part on the energy and skills of our employees and our ability to hire, motivate and keep qualified
employees, including especially restauzrant managers and crew members. QOur failure to find and keep enough
employees who are a good fit with our culture could delay planned restaurant openings, result in higher employee
turnover or require us to change our culture, any of which could have a material adverse effect on our business
and results of operations. Restaurant operators have traditionally experienced relatively high employee turnover
rates, Any increase in our turnover rates for managers or crew could be costly.

Various states in which we operate are considering or have already adopted new immigration laws, and the
U.S. Congress has recently been considering changes to Federal immigration laws as well. Some of these new
laws may increase our obligations for compliance and oversight, which could subject us to additional costs and
make our hiring precess more cumbersome, or reduce the availability of potential employees. Although we
require all workers to provide us with government-specified documentation evidencing their employment
eligibility, some of our employees may, without cur knowledge, be unauthoerized workers. Unauthorized workers
are subject to deportation and may subject us to fines or penalties, and if any of our workers are found to be
unauthorized we could experience adverse publicity that negatively impacts our brand.

Our insurance coverage and self-insurance reserves may not cover future claims.

We maintain various insurance policies for employee health, worker’s compensation, general liability and
property damage. In conjunction with our separation from McDonald's, we entered into ceriain new insurance
policies with modified coverage. Prior to entering into the new policies, we were covered by fixed cost policies
for health insurance and worker's compensation. We are now self-insured for our health plans, and have
purchased a fully-insured stop loss policy to help offset our liability for both individual and aggregate claim
costs, We are also responsible for losses up to a certain limit for worket’s compensation, general liability and
property damage insurance.

For policies under which we are responsible for losses, we record a liability that represents our estimated
cost of claims incurred and unpaid as of the balance sheet date. Our estimated liability is not discounted and is
based on a number of assumptions and factors, including historical trends, actuarial assumptions and economic
conditions, and is closely monitored and adjusted when warranted by changing circumstances. Our history of
claims experience is short and our significant growih rate could affect the accuracy of estimates based on
historical experience. Should a greater amount of claims occur compared to what was estimated or medical costs
increase beyond what was expected, our accrued liabilities might not be sufficient and we may be required to
record additional expense. Unanticipated changes may produce materially different amounts of expense than that
reported under these programs, which could adversely impact our results of operations.

We may not persuade customers of the benefits of paying our prices for higher-quality food.

Our success depends in large part on our ability to persuade customers that food made with higher-quality
ingredients is worth the prices they will pay at our restaurants relative to prices offered by some of our
competitors, particularly those in the quick-service segment. We may not successfully educale customers about
the quality of our food, and customers may not care even if they do understand our approach. That could require
us to change our pricing, advertising or promotional strategies, which could materially and adversely affect our
results or the brand identity that we have tried to create.

Changes in customer tastes and preferences, spending patterns and demographic trends could cause sales
to decline,

Changes in customer preferences, general economic conditions, discretionary spending priorities,
demographic trends, traffic patterns and the type, number and location of competing restaurants affect the
restaurant industry. Our sales could be impacted by changes in consumer preferences in response to health or
dietary concerns, including preferences regarding items such as calories, carbohydrates, fat or sodium. These
changes could result in consumers avoiding our burritos and other menu items in favor of other foods. Our
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success also depends to a significant extent on consumer confidence, which is influenced by general economic
conditions and discretionary income levels. Negative consumer sentiment, in particular relating to difficulties in
the housing and credit markets, has been widely reported in late 2007 and early 2008. Our sales may decline
during economic downturns, which can be caused by various economic factors such as high gasoline prices, or
during periods of uncertainty, such as those that followed the terrorist attacks on the United States in 2001. Any
material decline in consumer confidence or a decline in family “food away from home™ spending could cause our
sales, operating results, profits, business or financial condition to decline. If we fail to adapt to changes in
customer preferences and trends, we may lose customers and our sales may deteriorate.

Competition from other restaurant companies could adversely affect us.

The fast-casual, quick-service and casual dining segments of the restaurant industry are highly competitive
with respect to, among other things, taste, price, food quality and presentation, service, location and the ambience
and condition of each restaurant. Our competition includes a variety of restaurants in each of these segments,
including locally owned restaurants and national and regional chains. Our competitors offer dine-in, carry-out
and delivery services. Many of our competitors have existed longer and often have a more established market
presence with substantially greater financial, marketing, personnel and other resources than we have. Among our
main competitors are a number of multi-unit, multi-market Mexican food or burrito restaurant concepts, some of
which are expanding nationally. As we expand further in existing markets, our existing restaurants may face
competition from our new restaurants that begin operating in those markets.

Several of our competitors compete by offering menu items that are specifically identified as low in
carbohydrates, better for customers or otherwise targeted at particular consumer preferences. Many of our
competitors in the fast-casual and quick-service segments of the restaurant industry also emphasize lower-cost,
“value meal” menu options, a strategy we do not pursue. Our sales may be adversely affected by these products
and price competition.

Moreover, new companies may enter our markets and target our customers. For example, additional
competitive pressures have come more recently from the deli sections and in-store cafés of several major grocery
store chains, including those targeted at customers who want higher-quality food, as well as from convenience
stores and casual dining outlets. These competitors may have, among other things, lower operating costs, better
locations, better facilities, better management, more effective marketing and more efficient operations than we
have.

All of these competitive factors may adversely affect us and reduce our sales and profits.

We may have experienced a security breach with respect to certain customer credit and debit card data,
and we have incurred and may continue to incur substantial costs as a result of this matter. We may also incur
costs resulting from other security risks we may face in connection with our electronic processing and
transmission of confidential customer information.

In August 2004, the merchant bank that processes our credit and debit card transactions, which we refer to
as the acquiring bank, informed us that we may have been the victim of a possible theft of credit and debit card
data. Together with two forensic auditing firms, we investigated the alleged theft and reviewed our information
systems and information security procedures. We also reported the problem to federal law enforcement
authorities and cooperated in their investigation. While to date we have not discovered conclusive evidence that a
theft occurred, we identified some restaurant practices that may have made information systems at our restavrants
vulnerable during periods before August 2004. As a result, outside parties may have gained access to stored
information. It is possible that all of the cards we processed since we began accepting them in 1999 may have
been vulnerable. In the three months prior to being notified of the problem, we processed between 1.3 mitlion
and 1.5 million credit and debit card charges each month.

We may in the future become subject to additional claims for purportedly fraudulent transactions arising out
of this matter. As long as a credit or debit card is active, fraudulent charges may be made using that card until the
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card’s expiration date. We may also be subject to lawsuits or other proceedings by various interested parties,
including banks and credit unions that issue cards, cardholders (either individually or as part of a class action
lawsuit) and federal and state regulators, The statutes of limitation for pursuing some of these potential claims
may extend for six years or more in some cases. depending on the circumstances. Moreover, the application of
the law and the rules and procedures of the major card associations in these circumstances is generally untested.
Any lawsuit or other proceeding will likely be complex, costly and protracted, which could in turn divert
financial and management resources from execution of our business plan. We have no way to predict the level of
claims or the nurnber or nature of proceedings that may be asserted against us, nor can we quantify the costs that
we may incur in conneclion with investigating, responding to and defending any of them. If we litigate these
matters, we may not be able to defend against penalties successfully. The ultimate outcome of this matter could
have a maternial adverse effect on our financial results and condition. Consumer perception of our brand could
also be negatively affected by these events, which could further adversely affect our results and prospects.

Despite the changes we have made to our information systems as a result of this matter, we still need to
periodically upgrade our software. We rely on commercially available software and other technologies to provide
security for processing and transmission of customer credit card data. During 2007 and 2006, approximately half
of our sales were attributable to credit card transactions, and we expect credit card usage to increase. Our systems
could be compromised in the future, which could result in the misappropriation of customer information or the
disruption of our systems. Either of those consequences could have a material adverse effect on our reputation
and business or subject us to additional liabilities.

Failure to receive frequent deliveries of higher-quality food ingredients and other supplies could harm
our operations.

Our ability to maintain our menu depends in part on our ability to acquire ingredients that meet our
specifications from reliable suppliers. We do not have long-term contracts with any of our suppliers. Shortages or
interruptions in the supply of ingredients caused by unanticipated demand, problems in production or
distribution, food contamination, inclement weather or other conditions could adversely affect the availability,
quality and cost of our ingredients, which could harm our operations. If any of our distributors or suppliers
performs inadequately, or our distribution or supply relationships are disrupted for any reason, our business,
financial condition, results of operations or cash flows could be adversely affected. We currently depend on
multiple suppliers for our pork, chicken and beef supplies. Due to the unique nature of the products we receive
from our pork suppliers, these suppliers could be more difficult to replace if we were no longer able to rely on
them. In addition, we have relied on the same third party distribution network as McDonald’s. We may have to
seek new suppliers and service providers with pricing or other terms less favorable than those we currently enjoy.
If we cannot replace or engage distributors or suppliers who meet our specifications in a short period of time, that
could increase our expenses and cause shortages of food and other items at our restaurants, which could cause a
restaurant to remove items from its menu. If that were to happen, affected restaurants could experience
significant reductions in sales during the shortage or thereafter, if our customers change their dining habits as a
result. Qur focus on a limited menu would make the consequences of a shortage of a key ingredient more severe.

In addition, our approach to competing in the restaurant industry depends in large part on our continued
ability to adhere 1o the principle of “Food With Integrity.” We use a substantial amount of naturally raised and
sustainably grown ingredients, and try to make our food as fresh as we can, in light of pricing considerations. As
we increase our use of these ingredients, the ability of our suppliers to expand output or otherwise increase their
supplies to meet our needs may be constrained. Our inability to obtain a sufficient and consistent supply of these
ingredients on a cost-effective basis, or at all, could cause us difficulties in aligning our brand with the principle
of “Food With Integrity.” That could make us less popular among our customers and cause sales to decline.

Governmental regulation may adversely affect our ability to open new restaurants or otherwise adversely
affect our existing and future operations and resulfs.

We are subject to various federal, state and local regulations. Each of our restaurants is subject to state and
local licensing and regulation by health, alcoholic beverage, sanitation, food and workplace safety and other
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agencies. We may experience material difficulties or failures in obtaining the necessary licenses or approvals for
new restaurants, which could delay planned restaurant openings. In addition, stringent and varied requirements of
local regulators with respect to zoning, land use and environmental factors could delay or prevent development
of new restaurants in particular locations.

We are subject to the U.S. Americans with Disabilities Act and similar state laws that give civil rights
protections to individuals with disabilities in the context of employment, public accommodations and other areas.
We may in the future have to modify restaurants, for example by adding access ramps or redesigning certain
architectural fixtures, to provide service to or make reasonable accommodations for disabled persons. The
expenses associated with these modifications could be material.

Our operations are also subject to the U.S. Fair Labor Standards Act, which governs such matters as
minimum wages, overtime and other working conditions, along with the U.S. Americans with Disabilities Act,
family leave mandates and a variety of similar laws enacted by the states that govern these and other employment
Jaw matters. A lawsuit has been filed against us in California alleging violations of state laws regarding employee
record-keeping, meal and rest breaks, payment of overtime and related practices with respect to our
employees. We could suffer losses in this case or similar cases, and any such losses could be significant. In
addition, several states in which we operate and the federal government have recently enacted minimum wage
increases, and these increases could increase our labor costs.

In recent years, there has been an increased legislative, regulatory and consumer focus at the federal, state
and municipal levels on the food industry including nutrition and advertising practices. Restaurants operating in
the quick-service and fast-casual segments have been a particular focus. For example, New York City and King
County, Washington have adopted regulations requiring that chain restaurants include calorie information on
their menu boards, and make other nutritional information available on printed menus which must be plainly
visible to consumers at the point of ordering. We may in the future become subject to other initiatives in the area
of nutrition disclosure or advertising, such as requirements to provide information about the nutritional content of
our food, which could increase our expenses or slow customers as they move through the line. decreasing our
throughput.

We are subject to federal, state and local environmental laws and regulations concerning the discharge,
storage, handling, release and disposal of hazardous or toxic substances, as well as local ordinances restricting
the types of packaging we can use in our restaurants. Many environmental laws applicable to us provide for
significant fines, penalties and liabilities, sometimes without regard to whether we knew of, or were responsible
for, the release or presence of hazardous or toxic substances. Third parties may also make claims against owners
or operators of properties for personal injuries and property damage associated with releases of, or actual or
alleged exposure to, such substances. We cannot predict what environmental laws will be enacted in the future,
how existing or future environmental laws will be administered or interpreted, or the amount of future
expenditures that we may need to make to comply with, or to satisfy claims relating to, environmental laws. We
have not conducted a comprehensive environmental review of our properties or operations. We have, however,
conducted investigations of some of our properties and identified contamination caused by third-party operations.
We believe any such contamination has been or should be addressed by the third party. If the relevant third party
does not address or has not addressed the identified contamination properly or completely, then under certain
environmental laws, we could be held liable as an owner and operator to address any remaining contamination.
Any such liability could be material. Further, we may not have identified all of the potential environmental
liabilities at our properties, and any such liabilities could have a material adverse eftect on our operations or
results of operations.

We may not be able to adequately protect our intellectual property, which could harm the value of our
brands and adversely affect our business.

Our intellectual property is material to the conduct of our business. Our ability to implement our business
plan successfully depends in part on our ability to further build brand recognition using our trademarks, service
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marks, trade dress and other proprietary intellectual property, including our name and logos and the unique
ambience of our restaurants. If our efforts to protect our intellectual property are inadequate, or if any third party
misappropriates or infringes on our intellectual property, either in print or on the internet, the value of our brands
may be harmed, which could have a material adverse effect on our business and might prevent our brands from
achieving or maintaining market acceptance. We may also encounter claims from prior users of similar
intellectual property in areas where we operate or intend to conduct operations. This could harm our image, brand
or competitive position and cause us to incur significant penalties and costs.

We may face difficulties transitioning services McDonald’s provided to us and entering into new or
modified arrangements with existing or new suppliers or service providers.

Prior to our separation from McDonald’s in Octeber 2006, we benefited from our relationship with
McDonald’s in a number of ways. McDonald’s provided us, directly or through McDonald’s own vendor
relationships, with a variety of services and benefits and we also benefited from our relationship with
McDonald’s when we bought supplies or distribution or other services. For example, McDonald’s relationships
helped us obtain beneficial pricing on some supplies and services, and we have relied on some of the same third-
party distribution networks as McDonald’s. In light of our separation from McDonald’s and the resulting
termination of services and benefits we received from them, we have implemented or obtained accounting
functions, information technology systems, employee benefits plans, insurance policies and administrative
services to replace services or benefits previously provided by McDonald’s. We have limited experience
providing or administering these services on our own and we may encounter difficultics with some or all of these
arrangements. In addition, as a result of our separation from McDonald’s we may not receive the volume pricing
benefits or favorable service levels we received from suppliers, vendors and distribution centers as a McDonald’s
affiliate. We may also need to replace additional suppliers, vendors or distribution centers as a result of our
separation from McDonald’s, which could adversely affect our business.

Our quarterly operating results may fluctuate significantly and could fall below the expectations of
securities analysts and investors due to various factors.
Our quarterly operating results may fluctuate significantly because of various factors, including:

+ the impact of inclement weather, natural disasters and other calamities, such as snow storms in many of
our primary markets in 2006 and 2007 and hurricanes Katrina and Rita in 2005;

» the timing of new restaurant openings and related revenues and expenses;

+ operating costs at newly opened restaurants, which are often materially greater during the first several
months of operation;

+ labor availability and wages of restaurant management and crew;
= profitability of our restaurants, especially in new markets;

+ changes in comparable restaurant sales and customer visits, including as a result of the introduction of
new menu items;

« variations in general economic conditions, including the impact of declining interest rates on our
interest income;

» negative publicity about the ingredients we use or the occurrence of food-borne illnesses or other
problems at our restaurants;

» changes in consumer preferences and discretionary spending;
« increases in infrastructure costs;
» fluctuations in supply prices; and

*  {ax expenses, impairment charges and other non-operating costs.
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Seasonal factors also cause our operating results to fluctuate from quarter to quarter. Our restaurant sales are
typically lower during the winter months and the holiday season and during periods of inclement weather
(because fewer people are eating out) and higher during the spring, summer and fall months (for the opposite
reason). Qur revenue will also vary as a result of the number of trading days, that is, the number of daysina
quarter when a restaurant is open.

As a result of these factors, results for any one quarter are not necessarily indicative of results to be expected
for any other quarter or for any year. Average restaurant sales or comparable restaurant sales in any particular
future period may decrease. In the future, operating results may fall below the expectations of securities analysts
and investors, which could cause our stock prices to fall. We believe the market prices of our class A and class B
common stock reflect high market expectations for our future operating results, and as a result , if we fail to meet
market expectations for our operating results in the future, any resulting decline in the price of our common stock
could be significant.

!

The prices of our class A and class B common stock may continue to differ.

Our class B common stock has historically traded at lower prices than our class A common stock. For
instance. on February 15, 2008, our class A common stock closed at $105.25 per share and our class B common
stock closed at $90.59 per share. The trading prices of our class A and class B common stock may continue to
differ due to factors outside of our control, including differences in market awareness of the two classes, trading
liquidity of the two classes or other factors. In the separation agreement we entered into with McDonald’s in
connection with our separation from them, we agreed not to take any action to combine the class A and class B
common stock or otherwise eliminate the two-class capital structure until at least the second anniversary of the
separation, and for a period of three years thereafter only under certain conditions. We may incur a large
indemnity obligation to McDonald’s if the exchange offer is determined to be taxable as a result of our breach of
this agreement or any action we take to combine the class A and class B common stock or otherwise eliminate
the two-class structure. See “Restrictions and indemnities in connectton with the tax treatment of McDonald’s
exchange offer could adversely affect us™ below. Therefore, we are not currently considering any such action and
we do not plan to consider any such action for the foreseeable future. If in the future we do choose to combine
the class A and class B common stock or otherwise take action to eliminate the two-class structure, there may be
significant costs associated with any such action as a result of the restrictions or indemnities under the separation
agreement. Moreover, even if we propose to combine the class A and class B common stock or otherwise
eliminate the two-class structure we can not anticipate how the prices of the class A and class B common stock
may react to such an action.
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Restrictions and indemnities in connection with the tax treatment of McDonald’s exchange offer could
adversely affect us.

We understand that the exchange offer McDonald’s completed in October 2006 to dispose of its interest in
us should generally be tax-free to McDonald’s and its shareholders. Current U.S. tax law generally creates a
presumption that a tax-free exchange of the type used by McDonald’s would be taxable to McDonald’s, but not
to its shareholders, if we or our shareholders were to engage in a transaction that would result in a 50% or greater
change by vote or by value in our stock ownership during the four-year period beginning two years before the
date of the exchange, unless it is established that the exchange and the transaction are not part of a plan or series
of related transactions to effect such a change in ownership. As a consequence of the foregoing, in the separation
agreement we entered into with McDonald’s in connection with the separation, we have:

« undertaken to maintain our current business as an active business for a period of two years following
the separation;

« undertaken not to take any action affecting the relative voting rights of any separate classes of our
stock on or before the second anniversary of the separation, and for a period thereafter to only take
such action under certain conditions;
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« generally agreed to be restricted, for a period of two years following the separation, from (i) consenting
1o certain acquisitions of significant amounts of our stock; (ii) transferring significant amounts of our
assets; (iil) merging or consolidating with any other person; (iv) liquidating or partially liquidating;

(v) reacquiring our stock; or (vi) taking any other action that would be reasonably likely to jeopardize
the tax-free status of the exchange, except in specified circumstances; and

» agreed to indemnify McDonald’s for taxes and related losses it incurs as a result of the exchange
failing to qualify as a tax-free transaction, if the taxes and related losses are attributable to (i} direct or
indirect acquisitions of our stock or assets (regardless of whether we consent to such acquisitions);
(ii) negotiations, understandings, agreements or arrangements in respect of such acquisitions; or
(iii) our failure to comply with applicable representations and undertakings and the restrictions placed
on our ictions under the separation agreement.

The indemnity described above covers corporate level taxes and related losses suffered by McDonald’s in the
event of a 50% or greater change in our stock ownership, as well as taxes and related losses suffered by
McDonald’s if, due to any of our representations or undertakings being incorrect or violated, the exchange is
determined to be taxable for other reasons. We currently estimate that the indemnification obligation to
McDonald’s for taxes due in the event of a 50% or greater change in our stock ownership could exceed $450
million. This estimate, which does not take into account related losses, depends upon several factors that are
beyond our control. As a consequence, the indemnity to McDonald’s could vary substantially from the estimate.
Furthermore, the estimate does not address the potential indemnification obligation to McDonald's in the event
that, due to any of our representations or undertakings being incorrect or violated, the exchange is determined to
be taxable for other reasons. In that event, the total indemnification could extend to tax-related losses suffered by
McDonald’s sharcholders, and therefore would likely be much greater.

Our anti-takeover provisions may delay or prevent a change in control of us, which could adversely affect
the price of our common stock.

Certain provisions in our corporate documents and Delaware law may delay or prevent a change in control
of us, which could adversely affect the price of our class A or class B common stock. Our restated certificate of
incorporation and restated bylaws contain some provisions that may make the acquisition of control of us without
the approval of our board of directors more difficult, including provisions relating to the nomination, election and
removal of directors, the structure of the board of directors and limitations on actions by our shareholders. In
addition, Delaware law also imposes some restrictions on mergers and other business combinations between us
and any holder of 15% or more of our outstanding class A or class B common stock. Any of these provisions, as
well as the provisions of our separation agreement with McDonald’s described above under “Restrictions and
indemnities in connection with the tax treatment of McDonald’s exchange offer could adversely affect us,” may
discourage a potential acquirer from proposing or completing a transaction that may have otherwise presented a
premium to our shareholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

As of December 31, 2007, we operated 704 restaurants. The table below sets forth the locations (by state) of
Chipotle restaurants in operation.

AlADATNIa .. o e e e e 2
ATIZOMA .« oottt ettt e e e et et e e et 28
00 [173) s 11 1: W O OO PP 99
C0lorado ..o e e 66
District of Columbia . ... ..ttt e i s 6
|1 xR OGO 30
o) 4 T R 12
11 T - U PGP G 55
| 3T [T 1 T: S U O 10
0z R R T 1
KaISaS © o oot e ettt e et e 15
KENtUCKY .o oot ittt et it 5
Maryland .. ... o 26
IMASSACUSEILS © .« . oottt ettt s e e e e e 3
MIChIZAN . ..ot i e e 3
L § 7T 1oy o - W PSR O GO 44
IVESBOUNT « . v ot e e e et e e e et e et et a ettt e 16
NEBTASKA vt et e e ettt e et a e e e 7
VAL . .o oottt et e e e e e 7
New Hampshire . . .. ... e !
NEW JEISEY . i e e e 4
W Y OTK .ottt i i et e e et e 24
NOF CarOliNa . - oottt e e et et e 10
(0] 111 TSP PP O 86
()4 P11 T )1 17 WA UG 1
(] 1 e R R R 7
Pennsylvania ........ ..ot e 5
Rhode Island . .. ... e ittt e et e e l
=€ T- S 71
L[ S AR 3
VIFZINIA ...ttt 31
WashingLOn .. ...t e e e 9
VIS CONSIM o o ottt ettt e 10
R 11817 S R R ]

175 g 704

We categorize our restaurants as either end-caps (at the end of a line of retail outlets), in-lines (in a line of
retail outlets), free-standing or other. Of our restaurants in operation as of December 31, 2007, we had 159 free-
standing units, 413 end-cap locations, 115 in-line locations and 17 other. The average free-standing restaurant
seats about 63 customers while the average in-line or end-cap restaurant seats about 61 customers. Our average
restaurant size is about 2,650 square feet. Most of our restaurants also feature outdoor patio space.

Our main office is located at 1543 Wazee Street, Suite 200, Denver, Colorado, 80202 and our telephone
number is (303) 595-4000. We lease our main office and substantially all of the properties on which we operate
restaurants. For additiona) information regarding the lease terms and provisions, see Item 7. “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Contractual Obligations.”

We own twelve properties and operate restaurants on all of them.
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ITEM 3. LEGAL PROCEEDINGS

During the second quarter of 2007, we reversed the remaining $1.2 million reserve we had established
relating to the possible theft of our customers’ credit and debit card data. See Note 13 to the Consolidated
Financial Statements included in Item 8, “Financial Statements and Supplementary Data.”

A lawsuit has been filed against us in California alleging violations of state laws regarding employee record-
keeping, meal and rest breaks, payment of overtime and related practices with respect to our employees. The case
seeks damages, penalties and attorney’s fees on behalf of a purported class of our present and former
employees. We are currently investigating these claims, and although we have various defenses, it is not possible
at this time to reasonably estimate the outcome of or any potential liability from this case.

We’re involved in various other claims and legal actions that arise in the ordinary course of business. We do
not believe that the ultimate resolution of these actions will have a material adverse effect on our financial
position, results of operations, liquidity or capital resources. However, a significant increase in the number of
these claims, or one or more successful claims under which we incur greater liabilities than we currently
anticipate could materially and adversely affect our business, financial condition, results of operation and cash
flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of our security holders through solicitation of proxies or
otherwise, during the fourth quarter of our fiscal year ended December 31, 2007.

PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

The following table describes the per share range of high and low sales prices for shares of each class of our
common stock for the quarterly periods indicated, as reported by the New York Stock Exchange (“NYSE”). Cur
class A common stock, which trades under the symbol “CMG,"” began trading on the NYSE on January 26, 2006,
and our class B common stock, which trades under the symbol “CMG.B,” began trading on the NYSE on
October 5, 2006.

Chipotle Class A Chipotle Class B
Common Stock Common Stock
High Low High Low
2007
First Quarter .................. . ..o $ 6525 % 5461 5 61.17 3 5040
SecondQuarter ............. i, $ 870 $6194 § 8195 § 57.19
ThirdQuarter .. .. ... ... i einns $119.97 & 7751  $109.20 §$ 70.65
FourthQuarter .. ......... ... oo $155.49  $113.51  $i2964 $102.28
Chipotle Class A Chipotle Class B
Common Stock Commen Stock
High Low High Low
2006
FirstQuarter ............ e $ 5675 § 39.99 nfa n/a
Second Quarter . ............ . .c..ciiiiiaii. $ 6776 § 48.30 n/a nfa
ThirdQuarter .......... ... eviinvinnann. $ 6077 $ 4586 n/a n/a
FourthQuarter . ... .........oieriininnnnn- $ 6236 $ 4830 $ 59.07 § 4850




As of February 21, 2008, there were approximately 389 holders of our class A common stock and
approximately 1,169 holders of our class B common stock, in each case as determined by counting our record
holders and the number of participants reflected in a security position listing provided to us by the Depository
Trust Company. We estimate that there are approximately 56,000 beneficial owners of our class A common stock
and approximately 11,000 beneficial owners of our class B common stock.

Dividend Policy

We are not required to pay any dividends and have not declared or paid any cash dividends on either class of
our common stock. We intend to continue to retain earnings for use in the operation and expansion of our
business and therefore do not anticipate paying any cash dividends on our common stock in the foresecable
future.
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COMPARISON OF CUMULATIVE TOTAL RETURN

The following graph compares the cumulative annual stockholders return on our classes of common stock
from the dates trading began on the NYSE (January 26, 2006 for class A and Qctober 5, 2006 for class B)
through December 31, 2007 to that of the total return index for the Russell 2000 and the S&P SmallCap 600
Restaurants Index assuming an investment of $100 on January 26, 2006. In calculating total annual stockholder
return, reinvestment of dividends, if any, is assumed. The indices are included for comparative purpose only.
They do not necessarily reflect management’s opinion that such indices are an appropriate measure of the relative
performance of the class A or class B common stock. This graph is not “soliciting material,” is not deemed filed
with the Securities and Exchange Comnission and is not to be incorporated by reference in any of our filings
under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, whether
made before or after the date hereof and irrespective of any general incorporation language in any such filing,

COMPARISON OF CUMULATIVE TOTAL RETURN*

Among Chipotle Mexican Grill, Inc, The Russell 2000 Index
And The S & P SmallCap 609 Restaurants

$350

$300 -

$250 4

$200 4

$150

$100

550

S0
1706 1/06 2/06 /06 4/06 56 6/06 T/A06 806 906 10/06 11006 12006 1/07 2007 30T 407 507 6RT 707 87 907 10407 1107 1207

—£B— Chipotie Mexican Grill, Inc Class A — 4— Chipotle Mexican Grili, Inc Class B

- - @& - -Russell 2000 —¥—S & P SmallCap 500 Restaurants

* $100 invasted on 1/26/06 in CMG , or $100 invested on 10/5/06 in CMGB stock, or index, including reinvestment of dividends.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

Our selected consolidated financial data shown below should be read together with our ltem 7.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated
financial statements and respective notes included in Item 8. “Financial Statements and Supplementary Data”.
The selected consolidated statements of income data for the years ended December 31, 2007, 2006 and 2005 and
the consolidated balance sheet data as of December 31, 2007 and 2006 have been derived from our audited
consolidated financial statements included in Item 8. “Financial Statements and Supplementary Data”. Our
consolidated financial statements for the years ended December 31, 2007, 2006 and 2005 have been audited and
reported upon by Ernst & Young LLP, an independent registered public accounting firm. The selected
consolidated statements of income data for the year ended December 31, 2004 and 2003 and the consolidated
balance sheet data as of December 31, 2005, 2004 and 2003 have been derived from audited financial statements
not included in this report. The data shown below are not necessarily indicative of results to be expected for any

future period (in thousands, except per share data).

For the years ended December 31,

2007 2006 2005 2004 2003

Statements of Income:
Revenue

Restaurant sales . ... .....cvveeuemnennrannneans $1,085,047 $819,787 $625,077 $468,579 $314,027

Franchise royaltiesand fees .. .................. 735 3,143 2,618 2,142 1,493

Total TEVENUE . . .. it r e eie e 1,085,782 822,930 627,695 470,721 315,520
Food, beverage and packagingcosts ................. 346,393 257,998 202,288 154,148 104,921
Laborcosts . oo ov it e e e 280,417 231,134 178,721 139,494 94,023
OCCUPANCY COSIS ...\ttt ii it e 75,891 58,804 47,636 36,190 25,570
Other Operating Costs . ... .viuriinenen e nrennnns 131,512 102,745 82,976 64,274 43,527
General and administrative eXpenses . ................ 75,038 65,284 51,964 44,837 34,189
Depreciation and amortization . .......... ... . 43,595 34,253 28,026 21,802 15,090
Pre-opening Costs ... ...t 9,585 6,778 1,971 2,192 1,631
Loss on disposal of assets .................. ... 00, 6,168 3,982 3,119 1,678 4,504
Total costs and eXpenses . ........ coviiaiiiianans 977,599 760,978 596,701 464,615 323,455
Income (loss) fromoperations . ......... ..ot 108,183 61,952 30,994 6,106 (7.935)
INterEStAMCOME .« s et e it et nrar e aeeeaenass 6,115 6,574 36 211 249
INTErESt EXPENSe .. ... oviveeernt i (296) (271) (790) (191) (28)
Income {loss) before income taxes .................. 114,002 68,255 30,240 6,126 (7,714)
{Provision) benefit for income taxes®V ... ... ......... (43,439  (26,832) 7.456 — —
Net income (J08S) .o vii it iiia e $ 70563 $ 41423 $ 37696 3 6,126 § (7,714)
Earnings (loss) per share

Basic .. ... e e $ 216 $ 129 § 143 § 024 § (034

Diluted ... s e $ 213 0§ 128 $ 143 § 024 5 (034)
Shares used in computing earnings (loss) per share

BasiC . ot e s 32,672 32,051 26,281 25,454 22,384

Diluted ..ot s 33,146 32,465 26,374 25,520 22,384

As of December 31,
2007 2006 2005 2004 2003

Balance Sheet Data:
Total CUTTENE ASSEIS . . vt i et et aea e e $201,844 $178,837 $ 17,824 $ 10332 § 7,833
Total @SSELS . ottt e $722.115 $604,208 $392,495 $329,653 $249,014
Total current liabilities .. ....... ... ... .. .ot $ 73,301 $ 61,201 % 41,982 §$ 38,663 §$ 38,206
Total liabilities . ... ... ...t iian $160,005 $130,251 §$ 83,141 % 67,087 $ 57,506
Total shareholders’ equity . .......... ...t $562,110 $473.957 $309,354 $262,566 $191,508

(1) During the year ended December 31, 2005, we determined that it was more likely than not that we would
realize our deferred tax assets and we reversed our valuation allowance of $20.3 million, resulting in a

non-recurring tax benefit.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

You should read the following discussion together with ltem 6. “Selected Consolidated Financial Data” and
our consolidated financial statements and related notes included in Item 8. *Financial Statements and
Supplementary Data”. The discussion contains forward-looking statements involving risks, uncertainties and
assumptions that could cause our results to differ materially from expectations. Factors that might cause such
differences include those described in ftem 1A, “Risk Factors” and elsewhere in this report.

Overview

Chipotle operates fresh Mexican food restaurants serving burritos, tacos, burrito bowls (a burrito without the
tortilla) and salads. We began with a simple philosophy: demonsirate that food served fast doesn’t have to be a
traditional “fast-food” experience. Over the years, that vision has evolved. Today, our vision is to change the way
people think about and eat fast food. We do this by avoiding a formulaic approach when creating our restaurant
experience, looking to fine-dining restaurants for inspiration. We use high-quality raw ingredients, classic
cooking methods and a distinctive interior design, and have friendly people to take care of each customer-—
features that are more frequently found in the world of fine dining. Our approach is also guided by our belief in
an idea we call “Food With Integrity”. Our objective is to find the highest quality ingredients we can—
ingredients that are grown or raised with respect for the environment, animals and people who grow or raise the
food.

2007 Highlights

Restaurant Development. As of December 31, 2007, we had 704 restaurants in 33 states throughout the
United States and in the District of Columbia. New restaurants have contributed substantially to our restaurant
sales, We opened 125 company-operated restaurants during 2007, including 10 restaurants in 5 new markets, We
define a new market as one in which no restaurant was open as of the end of the prior year. We expect to open
between 130 and 140 restaurants in 2008, including one in Toronto, Canada.

Sales Growth. In addition to growing our number of restaurants, we have experienced increases in our
average restaurant sales of 7.6% in 2007 and 11.9% in 2006, driven primarily by strong comparable restaurant
sales increases. We define average restaurant sales as the average trailing 12-month sales for company-operated
restaurants in operation for at least {2 full calendar months. Comparable restaurant sales include company-
operated restaurants only and represent the change in period-over-period sales for restaurants beginning in their
13th full menth of operation. Comparable restaurant sales increases were due mainly to an increase in the number
of transactions processed at our registers and menu price increases.

We expect our average restaurant sales to continue to increase in 2008, driven by comparable restaurant
sales increases in the low to mid single digits. However, as a result of several years of double-digit comparable
restaurant sales increases and the potential impact of weaker consumer spending, we believe that comparable
restaurant sales will not continue to increase at the rates we have achieved over the past several years.

Food Costs. As a result of freezes in California and Chile, we experienced increased costs for avocados
during 2007 and we expect the pricing pressures for avocados to continue through 2008. Additionally, the cost of
many basic foods for humans and animals, including corn, wheat, rice and oil has increased. This has resulted in
upward pricing pressures on almost all of our raw ingredients including chicken, beef, tortillas and rice, and we
expect that pressure to continue through 2008 as well. We also will have a significant increase in cheese prices
for 2008 as a result of the expiration of the pricing protocols under which we operated during 2007,
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Labor. Labor costs as a percentage of revenue decreased in 2007 primarily due to more effective
management of staffing through the implementation of a national labor matrix, improved employee efficiency as
average restaurant sales increased faster than our need to add labor and lower insurance claims experience
benefiting us as we became self-insured in the fourth quarter of 2006. The national labor matrix prescribes labor
hours based on projected sales volumes. The decrease was partially offset by an increase in hourly employee
wages in part from the restaurant structure introduced in 2006. Although we have not been directly impacted by
recent minimum wage increases, we anticipate some upward pressure on our restaurant wages in 2008. In
addition, because we have now operated a full year with the national labor matrix and self-insurance structures in
place, we do not expect to see the same level of labor improvements during 2008 as 2007.

We continue to focus on ensuring our employee practices are as exceptional as our food. In an effort to
achieve this, we continue to develop the Restaurateur program which is designed to encourage the restaurant
manager position as a career opportunity for our top performing restaurant managers. During 2008, we plan to
leverage our Restaurateurs’ leadership in neighboring restaurants with opportunities for improvement. In addition
to excelling in providing quality food and customer service, restaurant managers are expected to contribute
substantially to the development of their crew. Our restaurant management structure is designed to facilitate the
development of crew members into restaurant managers. During 2008, these efforts will continue, ensuring we
have an effective and efficient field support system for restaurant managers that supports our efforts to identify
people with potential, develops crew into managers and ensures high operating standards of our restaurants.

Throughput. We deliver our best customer service and hottest food when the line moves efficiently.
Through effective restaurant staffing and training, we continue to increase the number of customers we serve
during our busiest hours. By the first quarter of 2007, change machines had been installed at the cashier station in
virtuaily all of our restaurants. We also began testing a hand-held point-of-sale terminal in a small number of our
restaurants which allows customers to pay with credit cards while waiting in line. We continue to review other
equipment and kitchen design innovations to improve the speed of service.

( OCRNY [BRUNMRY }

Food With Integriry. In addition to continuing to serve naturally raised pork in all our restaurants, we made
progress with our Food With Integrity initiative by increasing the number of our restaurants that serve naturally
raised beef and chicken. We now serve naturally raised chicken in about 84% of our restaurants and naturally
raised beef in about 53%. We define naturally raised as coming from animals that are fed a pure vegetarian diet,
never given antibiotics or hormones, and raised humanely in open pastures or deeply bedded pens. All of the sour
cream and cheese we serve is made from milk that comes from cows that are not given rBGH, or recombinant
bovine growth hormone, to stimulate milk production. In 2008, 30% of all the beans we buy will be organically
grown, up from 25% in 2007. We continue to investigate the use of more sustainably grown produce and
performed a limited test of the use of locally grown green peppers, onions, and lettuce during 2007. We expect to
increase the amount of locally grown produce purchased during 2008.

Franchise Acquisitions. In March 2007, we completed the acquisition of four franchised restaurants from
two franchisees for an aggregate purchase price of $2.5 million. The remaining four franchised restaurants were
acquired on April 30, 2007 for a purchase price of $3.2 million.

Commitments and Contingencies. In June 2007, after determining the reserve for claims seeking
reimbursement for purportedly fraudulent credit and debit card transactions and related costs was no longer
needed, we reversed the remaining $1.2 million reserve into income. See Note 13 to the Consolidated Financial
Statements included in Item 8, “Financial Statements and Supplementary Data”.
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Restaurant Openings, Relocations and Closures

The following table details restaurant unit data for our company-operated and franchised locations for the
years indicated.

For the years ended December 31,

2007 2006 2005

Company-operated

Beginningofyear ................. ... ... ... 573 481 401

Openings . . ...t i 125 94 80

Relocations andclosures .. ....................... (2) (2) —

Franchise acquisitions .. ......................... _ 8 — —

Endofyear ......... ... ... . 704 573 481
Franchises

Beginning of year . ......... ... ... ... ..., 8 8

Franchise acquisitions ... ........ ... ............. _(8) — -

Endofyear .......... ... . i — 8 8
Total restaurantsatend of year ... ... ... .. ......... 704 581 489

Results of Operations

QOur results of operations as a percentage of revenue and period-over-period variances are discussed in the
following section. As our business grows, as we open more restaurants and hire more employees, our restaurant
operating costs increase.

Restaurant Sales

% %
s T o o
2007 2006 2005 2006 2005
(doMars in millions)

Restaurantsales ............cccovvnnnn. $1,085.0 $819.8 $625.1 32.4% 31.1%
Average restaurant sales .. ............... $ 1.734  $1.611 $1.440 7.6% 11.9%
Comparable restaurant sales increase ... . ... 10.8% 13.7% 10.2%
Number of company operated restaurants as

oftheendoftheyear ................. 704 573 481 22.9% 19.1%
Number of company operated restaurants

opened in the year, net of ¢losures and

relocations . ......... ... ... .. o 123 92 80

The significant factors contributing to our increases in sales were new restaurant openings and strong
comparable restaurant sales performance. Restaurant sales from restaurants not yet in the comparable base
contributed to $167.2 million of the increase in sales in 2007, of which $83.8 million was attributable to
restaurants opened during the year. In 2006, restaurant sates from restaurants not yet in the comparable restaurant
base contributed to $110.8 million of the increase in sales, of which $46.5 million was attributable to restaurants
opened in 2006.

Comparable restaurant sales increases contributed to $98.1 million and $84.1 million of the increase in
restaurant sales in 2007 and 2006, respectively. We believe comparable restaurant sales increases were driven
primarily by an increasing awareness of our brand, increased customer loyalty and our focus on improving
service time. The substantial majority of our comparable restaurant sales growth was due to an increase in the
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number of transactions, and the remainder was driven primarily by menu price increases in markets in
conjunction with the introduction of naturally raised beef or chicken.

Food, Beverage and Packaging Costs

% %
ot e e
2007 2006 2005 2006 2005
(dollars in millions)
Food, beverage and packaging . ............. $3464  $258.0 $202.3 34.3% 27.5%
As a percentage of revenue ................ 319%  314%  32.2%

Food, beverage and packaging costs increased as a percentage of revenue in 2007 due to increased product
cost, primarily avocados, chicken and steak, partially offset by menu price increases in selected markets in

conjunction with the introduction of naturally raised beef or chicken, as well as an improvement in food controls.

We have seen cost pressures as a result of freezes in California and Chile, which impacted citrus and avocado
crops and we expect these cost pressures, along with pressure from significantly higher food costs for items such
as wheat and corn, to continue into 2008.

In 2006, food costs decreased as a percentage of revenue due primarily to menu price increases and
favorable commodity costs, partially offset by increased food costs associated with our Food With Integrity

initiative.
Labor Costs
For the years ended inc:;gase incz:ase
December 31, 2007 over 2006 over
2007 2006 2005 2006 2005
(dollars in millions}
Laborcosts . ... iiii i $289.4  $231.1 $178.7 25.2% 29.3%
As a percentage of revenue . ............... 267%  28.1%  28.5%

Labor costs decreased as a percentage of revenue in 2007 primarily due to more effective management of
staffing, improved employee efficiency as average restaurant sales increased faster than our need 1o add labor
and lower insurance claims benefiting us as we became self-insured in the fourth quarter of 2006. The decrease

was partially offset by an increase in hourly employee wages.

In 2006, labor costs as a percentage of revenue decreased primarily due to higher average restaurant sales,
partially offset by additional staffing costs as we transitioned to our enhanced restaurant structure. We launched
the enhanced restaurant management structure in the second quarter of 2006 focusing on developing a defined
path for crew to become restaurant managers. This has enabled more promotions from within our existing crew,
which has lowered turnover and decreased training costs in 2007.

Occupancy Costs

- % %
Faor the years ended . . )
increase increase
December 31, 2007 over 2006 over
2007 2006 2005 2006 2005
{dollars in millions)
OCCUPANCY COBLS « v vttt vttt raee ey $75.9 358.8 3476 291% 23.4%

As apercentage of revenue ................... T0% 7.1% 7.6%

In 2007 and 2006, occupancy costs decreased as a percentage of revenue due to higher average restaurant
sales on a partially fixed-cost base, partially offset by higher rents for new locations.
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Other Operating Costs

ars %o %
Ubcmber e e s
2007 2006 2005 2006 2005
{dollars in millions)
Other operating costs ...................... $131.5  $102.7  $83.0 28.0% 23.8%
As a percentage of revenue .. ....... ..., ... 121%  125% 132%

Other operating costs as a percentage of revenue declined in 2007 and 2006 primarily due to the effect of
higher average restaurant sales on a partially fixed-cost base and operating efficiencies that are realized as we
both grow in size and become more experienced. We also realized a benefit in 2007 and 2006 related to our
promote from within strategy which reduced the dollars we spent on training external hires.

General and Administrative Expenses

% T
For the years ended . .
increase increase
December 31, 2007 over 2006 over
2007 2006 2005 2006 2005
{dollars in millions)
General and administrative expense ..........., $750 %653 $52.0 14.9% 25.6%

As a percentageofrevenue ................... 69% 79% 83%

The increase in general and administrative expenses in 2007 primarily resulted from hiring more employees
as we grew and an increase in stock-based compensation expense resulting from the stock-based compensation

awards granted in 2007 and the one-time broad based option award granted in 2006 in conjunction with our
initial public offering. The 2007 increase was partially offset by the reversal of the credit card contingency
reserve in the second quarter of 2007 and costs incurred for the exchange offer conducted by McDonald’s in the
third quarter of 2006, a secondary offering of our common stock in the second quarter of 2006 and severance
costs incurred in the first and second quarters of 2006,

The increase in general and administrative expenses in 2006 primarily resulted from increased employee
related expenses driven by hiring more employees, increase in stock-based compensation expense resulting from
the one-time broad based option grant in conjunction with our initial public offering, incremental legal and audit
costs due to growth and becoming a public company, costs incurred in conjunction with the secondary and
exchange offers related to McDonald’s disposition of its interest in us, and increases in severance expense.

As a percentage of revenue, general and administrative expenses decreased in 2007 and 2006 due primarily
to the effect of higher restaurant sales on a partially fixed-cost base, the reversal of the credit card contingency in
the second quarter of 2007 and the costs incurred for the secondary and exchange offers and severance negatively
impacting 2006.

Depreciation and Amortization

P %
For the years ended . .
increase increase
December 31, 2007 over 2006 over
2007 2006 2005 2006 2605
{dollars in millions}
Depreciation and amortization .. ............... $43.6  $343  §280 27.3% 22.2%

As apercentage of revenue .. ................. 40% 42% 45%

Depreciation and amortization increased in 2007 and 2006 primarily due to the increase of 303 restaurants
from January 1, 2005 w December 31, 2007. In addition, in 2007 and 2006 we accelerated depreciation on
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certain restaurant and office locations as a result of relocations or closures which have occurred or will occur. As
a percentage of total revenue, depreciation and amortization has decreased as a result of higher average restaurant
sales on a partially fixed-cost base.

Pre-opening Costs

U % %
ForDthe “::r: ;';ded increase increase
ceemper 2 2007 over 2006 over
2007 2006 2005 2006 2005
{dollars in millions)
Pre-opening Costs ... .. .vuveeeirnrrneneennnnnnn $96 $68 520 41.4% *
Asapercentage of revenue . ...... ... ... ... 09% 08% 0.3%
Restaurant openings .............. ... .......... 125 94 80

*  not meaningful

Pre-opening costs increased in 2007 primarily due to an increase in restaurant openings in 2007.
Pre-opening costs increased in 2006 primarily as a result of the adoption of FASB Staff Position No. FAS 13-1,
Accounting for Rental Costs Incurred during a Construction Period (“FSP 13-17). FSP 13-1 requires rental costs
associated with ground or building operating leases incurred during a construction period to be recognized as
expense. Had FSP 13-1 been effective prior to 2006, we would have recognized additional pre-opening costs of
approximately $4.2 million in 2003,

Loss on Disposal of Assets

e % %
ecmber st e o
2007 2006 2005 2006 2005
T T (dollars in millions)
Loss on disposal of assets . ...................... $6.2 340 $3.1 54.9% 27.7%
As apercentageofrevenue .............. ... ... 0.6% 05% 05%

The increase in 2007 in loss on disposal of assets was due to an increase in both the age and number of
restaurants, the upgrade of restaurant security systems and an increase in the write-offs associated with
investigating potential restaurant sites that we considered but subsequently rejected. The increase in 2006 in loss
on disposal of assets was due to a pending closure of one restaurant at the landlord’s request, the closure of one
restaurant due to structural damage in the leased space and the write-off of obsolete or unused equipment.

Interest Income

% %o
For the years ended .
decrease increase
December 31, 2007 over 2006 over
2007 2006 2005 2006 2005
(dollars in millions)
InterestinCome . ... ... v e i e $6.1 $66 — 7.0% *

As apercentage of revenue . .......... .. . 06% 0.8% —

*  not meaningful

In 2007 interest income decreased primarily due to an increase in investments in tax-exempt securities
which have lower interest rates but are exempt from federal income taxes. In 2006 interest income increased as a
result of investing our incremental cash and cash equivalents in short-term investments with maturities of three
months or less. Qur incremental cash and cash equivalents resulted from our initial public offering proceeds and
cash from operations.
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Income Tax (Provision) Benefit

o %
Cecimber it Jagewe oo
2007 2006 2005 2006 2005
(dollars in millions)
Income tax (provision) benefit............... $(43.4) $(268) % 75 61.9% *
As apercentage of revenue ................. 4.00% (3.3)% 1.2%
Effectivetaxrate ...t unnnnn 8.1% 393% (24.77%

*  not meaningful

The 2007 effective tax rate decreased primarily due to increased investments in tax-exempt securities and a
decrease in our estimated statutory state tax rate. The improvement was partially offset by a $0.5 million tax
effect from non-deductible costs associated with the secondary offering and split-off transaction in 20086,

The total tax provision for 2006 of $26.8 million represents a 39.3% effective tax rate. During 2005, we
determined that it was more likely than not we would realize our deferred tax assets and we reversed our
valuation allowance of $20.3 million resulting in a $7.5 million tax benefit and an effective tax rate benefit of
24.7%. Exchluding the $20.3 million non-recurring tax benefil, the effective tax rate for 2005 would have been
42.6%. The decrease in the effective tax rate is largely due to a decrease in the estimated statutory state rate for
enacted changes in state tax laws, the favorable impact of changes in our state tax footprint due to growth, the
declining impact of meals and entertainment disallowance as taxable income increases, our investing in
lax-exempt securities and a permanent difference related to stock-based compensation in 2005,

Quarterly Financial Data/Seasonality

The following table presents consolidated statement of income data for each of the eight quarters in the
period ended December 31, 2007, The operating results for any quarter are not necessarily indicative of the
results for any subsequent quarter.

2007 Quarters Ended
Mar.31 June30) Sept.30 Dec. 31

(dollars in millions}

Revenmue .. ... ... ... e $236.1 $274.3 $2864 $289.0

Operating iNCOME .. ...ttt ettt $ 186 $ 307 § 314 3275

NELINCOME ...ttt ettt e et aaiiaeess $ 124 $200 %206 $ 176

Number of restaurants opened inQUarter .. ..........ccoeerverrnnnn.ns 28 32 28 37

Comparable restaurant salesincrease ............. ... ... 83% 11.6% 124% 10.6%
2006 Quarters Ended

Mar.31  June30 Sept.30 Dec, 31
(dollars in millions)

REVENUE . . .ot $187.0 $204.9 $211.3 $219.7
Operating iNCOME .. ... L e e e $ 127 $159 %179 $ 155
INELINCOME . . . e e e $ 80 $108 $ 118 3108
Number of restaurants opened inquarter ....... ... ... ... . ... . .... 15 14 30 35
Comparable restaurant sales increase ............ ... i, 197% 145% 11.6% 10.1%

Seasonal factors cause our profitability to fluctuate from quarter to quarter. Historically, our restaurant sales
are lower in the first and fourth quarters due, in part, to the holiday season and because fewer people eat out
during periods of inclement weather (the winter months) than during periods of mild or warm weather (the
spring, summer and fall months). Other factors also have a seasonal effect on our results. For example,
restaurants located near colleges and universities generally do more business during the academic year. The
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number of trading days in a quarter can also affect our results. Overall, on an annual basis, changes in trading
dates do not have a significant impact on our results.

Our quarterly resuits are also affected by other factors such as the number of new restaurants opened in a
gquarter and unanticipated events. New restaurants typically have lower margins following opening as a result of
the expenses associated with opening new restavrants and their operating inefficiencies in the months
immediately following opening. In addition, unanticipated events also impact our results. Accordingly, results for
a particular quarter are not necessarily indicative of results to be expected for any other quarter or for any year.

Liquidity and Capital Resources

Our primary liquidity and capital requirements are for new restaurant construction, working capital and
general corporate needs. We have a cash, cash equivalent, and short-term investment balance of $171.2 million
that we expect to utilize, along with cash flow from operations, to provide capital to support the growth of our
business (primarily through opening restaurants), and to continue to maintain our existing restaurants and for
general corporate purposes. We believe that cash from operations, together with our cash balance, will be enough
10 meet ongoing capital expenditures, working capital requirements and other cash needs over at least the next
24 months.
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In August 2007, we entered into a revolving line of credit with a principal amount of $15 million which
expires in August 2008. The line of credit is for support of letters of credit we issue in the normal course of
business and normal short-term working capital needs. The line of credit bears interest at our option at the prime |
rate, a fixed rate determined by the bank or an adjusted LIBOR rate. As of December 31, 2007, no amounts were i
outstanding.
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We haven’t required significant working capital because customers pay using cash or credit cards and
because our operations do not require significant receivables, nor do they require significant inventories due, in
part, to our use of various fresh ingredients. In addition, we generally have the right to pay for the purchase of
food, beverage and supplies some time after the receipt of those items, generally within ten days, thereby
reducing the need for incremental working capital to support our growth.

While operations continue to provide cash, our primary use of cash is in new restaurant development. As we
expand into more urban areas, our average costs Lo open new restaurants will increase due to more significant
reconstruction work that often needs to be done on those sites. Our total capital expenditures for 2007 were $141
million, and we expect to incur capital expenditures of about $150 million in 2008, relating primarily to our
construction of new restaurants in both periods. In 2007, we spent on average about $880,000 in development
and construction costs per restaurant, with end-caps costing about $740,000, in-lines costing about $930,000,
free-standing costing about $1.1 million and urban costing about $1.4 million (in each case, reduced for landlord
reimbursements). The average development and construction costs per restaurant increased from $860,000 in
2006 due to opening a larger portion of our restaurants in urban locations being partially offset by a decline in the
percentage of free-standing restaurant openings and decreasing our average restaurant size. In 2008, we expect
average development and construction costs to be approximately $900,000 per restaurant as a result of
developing in higher cost markets as well as inflation in construction costs.
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Contractual Obligations

Our contractual obligations as of December 31, 2007 were as follows:

Payments Due by Period
After
Total 1 year 2.3 years 4-5 years 5 years
(in thousands)
Operating leases ............................ $1,410,566 $76469 $155,795 $157.452 $1,020,850
Deemed landlord financing ................... 7,395 366 740 785 5,504
Other contractual obligations® . ...... ... .. ... 12,271 12,271 — — —
Total contractual cash obligations .............. $1,430,232 $89,106 $156,535 $158,237 $1,026,354

(1) We enter into various purchase obligations in the ordinary course of business. Those that are binding
primarily relate to amounts owed under contractor and subcontractor agreements, orders submitted for
equipment for restaurants under construction, and corporate sponsorships.

We’re obligated under non-cancelable leases for our restaurants and administrative offices, Our leases
generally have initial terms of either five to ten years with two or more five-year extensions, for end-cap and
in-line restaurants, or 15 to 20 years with several five-year extensions, for free-standing restaurants. Our leases
generally require us to pay a proportionate share of real estate taxes, insurance, common charges and other
operating costs. Some restaurant leases provide for contingent rental payments based on sales thresholds,
although we generally do not expect 1o pay significant contingent rent on these properties based on the thresholds
in those leases.

Off-Balance Sheet Arrangements

As of December 31, 2007 and 2006, we had no off-balance sheet arrangements or obligations.

Inflation

The primary areas of our operations affected by inflation are food, labor, fuel, insurance, utility costs and
materials used in the construction of our restaurants. Although almost all of our crew members make more than
the minimum wage, increases in the applicable federal or state minimum wage will have an impact on our labor
costs. Additionally, many of our leases require us to pay taxes, maintenance, utilities and insurance, all of which
are generally subject to inflationary increases.

Critical Accounting Estimates

We describe our significant accounting policies in Note 1 of our consolidated financial statements. Critical
accounting estimates are those that we believe are both significant and that require us to make difficult,
subjective or complex judgments, often because we need to estimate the effect of inherently uncertain matters.
We base our estimates and judgments on historical experiences and various other factors that we believe to be
appropriate under the circumstances. Actual results may differ from these estimates, and we might obtain
different estimates if we used different assumptions or factors. We believe the following critical accounting
estimates affect our more significant judgments and estimates used in the preparation of our financial statements:

Leases

We lease most of our restaurant locations. Qur leases contain escalating rentals over the lease term as well
as optional renewal periods. We account for our leases under FASB Statement No. 13, Accounting for Leases
("FAS 137) which requires rent 10 be recognized on a straight-line basis over the lease term including reasonably
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assured renewal periods. We have estimated that our lease term, including reasonably assured renewal periods, is
the lesser of the lease term or 20 years. If the estimate of our reasonably assured lease terms were changed our
depreciation and rent expense could differ materially.

Stock-based Compensation

We recognize compensation expense for equity awards over the vesting period based on the award’s fair
value. We use the Black-Scholes valuation mode! to determine the fair value of our stock options, which requires
assumptions to be made regarding our stock price volatility, the expected life of the option and expected dividend
rates. The volatility assumptions were derived primarily from historical volatilities of competitors whose shares
are traded in the public markets and are adjusted to reflect anticipated behavior specific to us and our volatility
while a public company. Had we arrived at different assumptions of stock price volatility or expected lives of our
options, our stock-based compensation expense and result of operations could have been different.

Insurance Liability

We maintain various insurance policies for employee health, workers’ compensation, general liability and
property damage. Pursuant to these policies we are either responsible for losses up to certain limits or are self
insured but have third party insurance coverage to limit exposure to these claims. We record a liability that
represents our estimated cost of claims incurred and unpaid as of the balance sheet date. Our estimaied liability is
not discounted and is based on a number of assumptions and factors, including historical trends, actuarial
assumptions and economic conditions, and is closely monitored and adjusted when warranted by changing
circumstances. In addition, our history of claims experience is short and our significant growth rate could affect
the accuracy of estimates based on historical experience. Should a greater amount of claims occur compared to
what was estimated or medical costs increase beyond what was expected, our accrued liabilities might not be
sufficient and additional expenses may be recorded. Actual claims experience could also be more favorable than
estimated resulting in expense reductions. Unanticipated changes may produce materially different amounts of
expense than that reported under these programs.

Reserves/Contingencies for Litigation and Other Matters

We are involved in various claims and legal actions that arise in the ordinary course of business. These
actions are subject (o many uncertainties, and we cannot predict the outcomes with any degree of certainty.
Consequently, we were unable to ascertain the ultimate aggregate amount of monetary liability or financial
impact with respect to these matters as of December 31, 2007 and 2006. Once resolved, however, these actions
may affect our operating results and cash flows.

Sabbatical Liability

We offer our employees a sabbatical leave after each len years of service they complete. We record a
liability for our estimate of the accumulated sabbatical expense as of the balance sheet date. Our estimated
liability is based on a number of factors including actuarial assumptions and historical trends. Changes in
assumptions and trends could result in a materially different liability and expense.

Adoption of New Accounting Standards

In September 2006, the Emerging Issues Task Force (“EITF”) issued EITF Issue No. 06-2, Accounting for
Sabbatical Leave and Other Similar Benefits Pursuant to FASB Statement No. 43 Accounting for Compensated
Absences (“EITF 06-2"). The EITF concluded that sabbatical leave accumulates pursuant to the criteria of
Statement of Accounting Standard No. 43 Accounting for Compensated Absences (“FAS 43”) and therefore the
benefit should be accrued if the remaining criteria of FAS 43 are met. EITF 06-2 is effective for fiscal years
beginning after December 15, 2006. EITF 06-2 can be applied as a change in accounting principle either as a
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cumulative-effect adjustment to beginning retained earnings in the year of adoption or as retrospective
application to all prior periods. We offer sabbatical leave to employees who have provided ten years of services.
Previously, we expensed sabbatical costs as incurred.

We determined an estimated accrued sabbatical balance as of December 31, 2006 of $2.6 million which we
recognized as a cumulative-effect adjustment to beginning retained earnings in the first quarter of 2007. During
2007, the assumptions used were changed to estimate the accrual for only the sabbatical currently being eaned.
In addition, the tax impact of the cumulative effect adjustment had been excluded. As a result, we adjusted the
amount of the cumulative-effect adjustment that was recorded to retained earnings effective Janvary 1, 2007 to
$1.0 million (net of taxes of $675,000). We have deemed the impact of the adjustment to be immaterial to the
consolidated balance sheet for each of the 2007 quarterly reports. During the year ended December 31, 2007, we
accrued sabbatical expense of $331,000 (net of taxes of $212,000).

Effective January 1, 2007, we adopted Financial Accounting Standards Board (“FASB”) Interpretation
No. 48, Accounting for Uncertainty in Income Taxes (“FIN 48”). FIN 48 prescribes a recognition threshold and
measurement attribute for recognition and measurement of a tax position taken or expected to be taken in a tax
return. FIN 48 also provides guidance on de-recognition, classification, interest and penalties, accounting in
interim periods, disclosure and transition, Adoption of FIN 48 did not have an impact on our consolidated
financial statements.

Recent Accounting Pronouncements

In February 2007, the FASB issued Statement No. 139, The Fair Value Option for Financial Assets and
Financial Liabilities, (“FAS 1597”). FAS 159 allows entities the option to measure eligible financial instruments
at fair value as of specified dates. Unrealized gains and losses on items for which the fair value option has been
elected are reported in earnings. FAS 159 is effective for fiscal years beginning after November 15, 2007, We do
not expect to elect the option to measure any existing financial instruments at fair value, therefore, we do not
expect the adoption of FAS 159 to have an impact on our consolidated financial statements.

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements, (“FAS 1577). FAS 157
defines fair value, establishes a framework for using fair value to measure assets and liabilities, and expands
disclosure about fair value measurements. FAS 157 applies whenever other statements require or permit assets or
liabilities to be measured at fair value and is effective for fiscal years beginning afier November 15, 2007. We do
not expect the adoption of FAS 157 to have a material impact on our consolidated financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK
Changing Interest Rates

We're exposed to interest rate risk through the investment of our cash, cash equivalents, and
available-for-sale securities. Changes in interest rates affect the interest income we earn, and therefore impact our
cash flows and results of operations. As of December 31, 2007, we had $163.5 million deposited in short-term
investments and available-for-sale securities bearing a weighted-average interest rate of 3.6% (approximately
5.2% tax equivalent).

Commodity Price Risks

We’re also exposed to commodity price risks, Many of the ingredients we use to prepare our food, as well as
our packaging materials, are commodities that are affected by weather, seasonality, production, availability and
other factors outside our control. We work closely with our suppliers and use a mix of forward pricing protocols
under which we agree with our supplier on fixed prices for deliveries at sometime in the future, fixed pricing
protocols under which we agree on a fixed price with our supplier for the duration of that protocol, and formula
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pricing protocols under which the prices we pay are based on specified formula related to the prices of the goods,
such as spot prices. Though we do not have long-term supply contracts or guaranteed purchase amounts, our
pricing protocols with suppliers can remain in effect for periods ranging from one month to a year, depending on
the outlook for prices of the particular ingredient. We also sometimes buy supplies at current market or spot
prices. We’ve tried to increase, where necessary, the number of suppliers for our ingredients, which we believe
can help mitigate pricing volatility, and we follow industry news, trade issues, weather, crises and other world
events that may affect supply prices. Long-term increases in ingredient prices could adversely affect our future
results if we could not increase menu prices at the same pace for competitive or other reasons. Similarly, if we
believe the ingredient price increase to be short in duration we may choose not to pass on the cost increases,
which could adversely affect our short-term financial resuits.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Chipotle Mexican Grill, Inc.

We have audited the accompanying consolidated balance sheets of Chipotle Mexican Grill, Inc. (the
“Company”) as of December 31, 2007 and 2006, and the related consolidated statements of income,
shareholders’ equity and comprehensive income, and cash flows for each of the three years in the period ended
December 31, 2007. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial staiements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Chipotle Mexican Grill, Inc. at December 31, 2007 and 2006, and the
consolidated resulis of its operations and its cash flows for each of the three years in the period ended
December 31, 2007, in conformity with U.S. generally accepted accounting principles.

As discussed in the Notes to the consolidated financial statements, effective January 1, 2006, the Company
changed its method for accounting for pre-opening rental costs to conform with FASB Staff Position No. FAS
13-1, Accounting for Rental Costs Incurred during a Construction Period, effective January 1, 2007, the
Company changed its method for accounting for income taxes to conform with FASB Interpretation No. 48,
Accounting for Uncertainty in Income Taxes, and effective January 1, 2007, the Company changed its method for
accounting for sabbatical leave to conform with Emerging Issues Task Force Issue No. 06-2, Accounting for
Sabbatical Leave and Other Similar Benefits Pursuant to FASB Statement No. 43 Accounting for Compensated
Absences.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Chipotle Mexican Grill, Inc.’s internal control over financial reporting as of December 31, 2007,
based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 25, 2008, expressed an unqualified
opinion thereon.

Emst & Young LLP

Denver, Colorado
February 25, 2008
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CHIPOTLE MEXICAN GRILL, INC.

CONSOLIDATED BALANCE SHEET
(in thousands, except per share data)

December 31
2007 2006
Assets
Current assets:
Cash and cashequivalents . ... ... ... . . ittt i it $151,176 $153,642
Accounts receivable, net of allowance for doubtful accounts of $237 and $344 as of
December 31, 2007 and 2006, respectively .......... ... ... ... . ........ 5,373 4,865
Receivable—McDonald’s Corp. .. ..ot — 8,783
Inventory ... e 4,332 3,505
Current deferred 1aX @SS8I8 . .o\t ittt e e e e e e e 2,431 930
Prepaid eXpenses ... ... i e 8,997 7.112
Income tax receivable . ... .. . ... . e 9,535 —
Available-for-sale securities ... ... ... . ... e 20,000 —
TOtal CUITENL ASSELS . . o\ vttt ittt ettt et et et e ettt e e e 201,844 178,837
Leasehold improvements, property and equipment, net . .................. ... ..... 494,930 404,740
00113 T o £ A 3,402 2,893
Goodwill ... e e 21,939 17,738
Total ASSBUS . . oottt e e e e e $722.115 $604,208
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable ... ... 3 19,880 3 19,567
Accrued payrolland benefits . . .. .. ... .. e 26,210 16,764
Accrued Habilities . ... e e e e 27,135 23277
Current portion of deemed landlord financing ................... ... ... ..... 76 71
Income tax payable ... ... e e — 1,522
Total current Habilities . . ... ot e e 73,301 61,201
DeferTed [ERt .ottt e e e e e e e 63,192 46,222
Deemed landlord financing . . ... .. .. e 3,960 4,036
Deferred income tax liability . ... ... . . e 16,483 18,681
Other Habilities . ... e i et e e e e 3,069 111
Total labilities . ... .. o e 160,005 130,251
Shareholders’ equity:
Preferred stock, $0.01 par value, 600,000 shares authorized, no shares outstanding as
of December 31,2007 and 2006 . .. ... . i i e — R
Class A common stock, $0.01 par value, 200,000 shares authorized, 14,431 and
14,222 shares outstanding as of December 31, 2007 and 2006, respectively .. .. .. 144 142
Class B common stock, $0.01 par value, 30,000 shares authorized, 18,374 and
18,322 shares outstanding as of December 31, 2007 and 2006, respectively ...... 184 183
Additional paid-incapital ...... ... ... .. 489,296 470,653
Accumulated other comprehensive income ............ .. i — 7
Retained earnings . ... ... i i e 72,486 2,972
Total shareholders’ equity . ... ... .. i e 562,110 473,957
Total liabilities and shareholders’ equity ........... ... ... . i $722,115  $604,208

See accompanying notes to consolidated financial statements.
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CHIPOTLE MEXICAN GRILL, INC.

CONSOLIDATED STATEMENT OF INCOME
(in thousands, except per share data)

Years ended December 31

2007 2006 2005
Revenue:
RS aUTANt SALBS | . . oottt et i e e $1,085,047 $819,787 $625,077
Franchise royaltiesand fees ....... ... ... . oo it 735 3,143 2,618
TOlAl TEVEIUR .« « & v e v e e e e et e et et e e e et e bttt e e aaa s 1,085,782 822,930 627,695
Restaurant operating costs (exclusive of depreciation and amortization
shown separately below):
Food, beverage and packaging .............. ... .o oo 346,393 257,998 202,288
Labor « e e e 289,417 231,134 178,721 ( '
OCCUPANCY .« ..ttt e et ettt et aae e aannteaaas 75,801 58,804 47.636 ?
Other OPerating COSLS . ... v v vt v st e e iee it ieeaaneenns 131,512 102,745 82,976 5 |
General and administrative Xpenses . .......... . e 75,038 65,284 51,964 =
Depreciation and amortization . ........... ... ool 43,595 34,253 28,026 é
Pre-openming CoSLS ... vv ittt it e e 9,585 6,778 1,971 5
Loss on disposal of assets ........ ... ... i 6,168 3,982 3,119 q
977,599 760,978 596,701 ‘
INCOME frOM OPEFALIONS . . ..\ ' vt s e et et e e teeeeaeraenes 108,183 61,952 30,994 "
L] L] ’ |
INETESE INCOIMIE o o v v vt e ettt et et e e e it s et emaan e 6,115 6,574 36 L——
INEETEST EXPENSE « vt v v e e e e et ias it (296) (275 (790)
Income before INCOME TAXES . . v ottt ime e e e e aee s 114,002 68,255 30,240
(Provision) benefit for income taxes ... ... ... .. i (43,439) (26,832) 7,456
Nl IMCOME .« vttt ettt e e ettt ettt e et it aa e nas $ 70563 $ 41423 § 37,696
Earnings per share
BaSiC - ottt e e e e, $ 216 § 120 § 143
DAIted . o oot e e $ 213 $ 128 § 143
Weighted average common shares outstanding
BasiC ..ot e e e 32,672 32,051 26,281
Diluted . . e e 33,146 32,465 26,374

See accompanying notes to consolidated financial statements.
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CHIPOTLE MEXICAN GRILL, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS
(in thousands)

Years ended December 31

2007 2006 2005
Operating activities :
=3 1 Vet o $ 70563 $ 41423 $ 37696
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization . .......... ... .. i i iiia i 43,595 34,253 28,026
Current income tax (benefit) provision ...... ... .. ... .. oo — (782) 15,541
Deferred income tax benefit . ... .. .. e (3,545) (1,857)  (2,654)
Change in valvation allowance ... ........ .. . it 521 —_ (20,343)
Losson disposal of assets . ...... ... . i i 6,168 3,982 3,119
Baddebtallowance . . ......ooent e — (59) (359
Stock-based compensation . ... ... L L i e 7,801 5,193 2,103
101771 15 (323) (678)
Changes in operating assets and liabilities:
Accounts receivable ... ... .. e (508) 2,873 916
R ) a7 (880) (369)
Prepaid eXpenses . . ..ot (1,885) 1,499 (3.757)
OthEr BSSBES . v v vttt i it ettt e e (469) (242) 477
Accounts payable ... ... ... e e 2,065 912 5,553
Accrued Habilities . .. ov it e i i e 13,299 11,304 6,485
Income tax {receivable) payable . ....... ... ... ... ... ool (8,721) 2,222 —
Due from McDonald’s Cotp. ...t — — (177n
Deferred rent . oot e e e 17,561 9,714 6,806
Other long-term liabilities ....... .. ... .. . i 1,234 111} —_
Net cash provided by operating activities . . ... ... ... s, 146,923 103,597 77431
Investing activities
Purchases of leasehold improvements, property and equipment, net .. ........... (140,545) (97,312) (83,036)
Purchases of available-for-sale secUTties . . ... ... v ii it rrnerennnennn. (20,000) —_ —
Franchise acquisitions . .. ... .. o i e e (5.668) — —
Net cash used in investing activities . ... . ... ... ittt iiiiiniar e, (166,213)  (97,312) (83,036)
Financing activities
Net proceeds from sale of commonstock ......... ... ... ... ool — 133,333 —
Costs of issuing cOmMmon SIOCK . ... ... i i s — (12,436) —_
Proceeds from McDonald’s—tax sharing agreement . ..................... ... 6,400 19,468 7,402
Proceeds from option eXercises . ... ... it i 3,863 2,152 —
Excess tax benefit on stock-based compensation ........... ..o i 6,632 1,357 —
Proceeds from McDonald’s—intercompanynotes . ........ ..ol — 2,248 37.905
Payments to McDonald’s—intercompany notes ...............covieiin, — — (38,743)
Changes incashoverdrafts . . . ... ... i e —_ — (4.431)
Proceeds from deemed landlord financing .. ........ ... . il — 635 3,549
Payments on deemed landlord financing . ......... ... .. ... ... oL an 61) (16)
Net cash provided by financing activities . ... ...t iinn.n. 16,824 147,296 5,666
Net change in cash and cash equivalents .............. .. ... ...l (2,466) 153,581 61
Cash and cash equivalents at beginningof year .. ............ ... ... ... ... .. 153,642 6l —
Cash and cash equivalents atend of YEar . ..........ouvrerenenennnnannne. $ 151,176 $153,642 § 6l
Supplemental disclosures of cash flow information
Taxes PAId . . . oottt e e e e $ 48,550 $ 26316 § —
Non-cash pre-opening rent capitalized to leaschold improvements . ............. $ — 3 — § 26067
Net change in purchases of leasehold improvements, property and equipment
accrued inaccounts payable . ... ... $ 1,752 % (5467 $ (4,168)

See accompanying notes to consolidated financial statements.
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollar and share amounts in thousands, unless otherwise specified)

1. Description of Business and Summary of Significant Accounting Policies

Chipotle Mexican Grill, Inc. (the “Company™), a Delaware corporation, develops and operates fast-casual,
fresh Mexican food restaurants in 33 states throughout the United States and in the District of Columbia. As of
December 31, 2007 and 2006, the Company operated 704 and 573 restaurants, respectively, and had zero and
eight restaurants operated by franchisees as of the end of 2007 and 2006, respectively. The Company is
transitioning the management of its operations from three regions to five regions and has aggregated its
operations to one reportable segment.

Initial Public Offering

In January 2006, the Company completed its offering of 6,061 shares of class A common stock, $0.01 par
value, in its initial public offering at a per share price of $22.00 receiving net proceeds of approximately
$120.9 million (the “initial public offering”). McDonald's Corporation (“McDonald’s”) sold an additional 3,000
shares, including the underwriters’ over-allotment shares, in the initial public offering.

McDonald’s Disposition

From 2000 to October 2006, McDonald’s was the controlling shareholder of the Company’s voting and
economic interest. During 2006, through the initial public offering in January 2006, a secondary offering in May
2006 and a tax-free exchange offer in Octlober 2006 (the “Disposition”), McDonald’s disposed of its interest in
the Company and no longer holds any voting or economic interest in the Company.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries. All inter-
company balances and transactions have been eliminated.

Management Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities as of the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates
under different assumptions or conditions.

Revenue Recognition

Revenue from restaurant sales is recognized when food and beverage products are sold. A deferred liability
is recognized for gift cards that have been sold but not yet redeemed at their anticipated redemption value. The
Company recognizes revenue and reduces the related deferred liability when the gift cards are redeemed. Fees
from franchised restaurants include continuing rent and service fees, initial fees and royalties. Continuing fees
and royalties ar¢ recognized in the period earned. Initial fees are recognized upon opening a restaurant, which is
when the Company has performed substantially all initial services required by the franchise arrangement. The
Company reports revenue net of sales and use taxes collected from customers and remitted to governmental
taxing authorities.
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

Cash and Cash Equivalents

The Company considers all highly liquid investment instruments purchased with an initial maturity of three
months or less to be cash equivalents.

Accounts Receivable

Accounts receivable consists of tenant improvement receivables, credit card receivables, and miscellaneous
receivables. The allowance for doubtful accounts is the Company’s best estimate of the amount of probable
credit losses in the Company’s existing accounts receivable based on a specific review of account balances.
Account balances are charged off against the allowance after all means of collection have been exhausted and the
potential for recoverability is considered remote.

Inventory

Inventory, consisting principally of food, beverages, and supplies, is valued at the lower of first-in, first-out
cost or market. The Company has no minimum purchase commitments with its vendors. Certain key ingredients
(steak, chicken, pork and tortillas) are purchased from a small number of suppliers.

Available-for-Sale Securities

Investments classified as available-for-sale securities are carried at fair market value with unrealized gains
and losses, net of tax, included as a component of other comprehensive income. The Company recognizes
impairment charges on available-for-sale securities in the consolidated statement of income when management
believes the decline in the investment value is other-than-temporary.

Leasehold Improvements, Property and Equipment

Leasehold improvements, property and equipment are stated at cost, Internal costs directly associated with
the acquisition, development and construction of a restaurant are capitalized and were $7,083, $5,849, and $4,994
for the years ended December 31, 2007, 2006 and 2005, respectively. Expenditures for major renewals and
improvements are capitalized while expenditures for minor replacements, maintenance and repairs are expensed
as incurred. Depreciation is calculated using the straight-line method over the estimated useful lives of the assets.
Leasehold improvements are amortized over the shorter of the lease term, which generally includes reasonably
assured option periods, or the estimated useful lives of the assets. Upon retirement or disposal of assets, the
accounts are relieved of cost and accumulated depreciation and the related gain or loss is reflected in earnings.

The estimated useful lives are:

Leasehold improvements and buildings . .......... ... ... oot 3-20 years

Furnitire and fiXI0res .. ...t vt oo et i e 3-10 years

EqQuipment . .. ..o e 3-7 years
Goodwill

Goodwill represents the excess of cost over fair value of net assets of the business acquired. Goodwill
resulted from McDonald’s purchases of the Company and the Company’s acquisitions of franchises. Goodwill
determined to have an indefinite life is not subject 10 amortization, but instead is tested for impairment at least

41




CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(doliar and share amounts in thousands, unless otherwise specified)

annually in accordance with the provision of Financial Accounting Standards Board (“FASB”) Standard No. 142,
Goodwill and Other Intangible Assets (“FAS 142™). In accordance with FAS 142, the Company is required to
make any necessary impairment adjustments. Impairment is measured as the excess of the carrying value over
the fair value of the goodwill. Based on the Company’s analysis, no impairment charges were recognized for the
years ended December 31, 2007, 2006 and 2005.

Other Assets

Other assets consist primarily of transferable liquor licenses which are carried at the lower of fair value or
cost.

Impairment of Long-Lived Assets

In accordance with FASB Standard No. 144, Accounting for the Impairment or Disposal of Long-Lived
Asset (“FAS 144™), long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used
is measured by a comparison of the carrying amount of an asset to the estimated undiscounted future cash flows
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows,
an impairment charge is recognized as the amount by which the carrying amount of the asset exceeds the fair
value of the asset. During the years ended December 31, 2007 and 2006, an aggregate impairment charge of $187
and $693, respectively, was recognized in loss on disposition of assets in the consolidated statement of income.
The 2007 charge was related to an upcoming closure of a restaurant due to the landlord’s decision to redevelop
the location, The 2006 charge was related to the closure of one restaurant due to structural damage and the
closure of another restaurant due to the landlord’s decision to redevelop the location. Fair value of the restaurants
was determined using the expected cash flows method of anticipated cash flows through the estimated date of
closure. No impairment charges were recognized in 2005.

Fair Value of Financial Instruments

The carrying value of the Company’s financial assets and liabilities, because of their short-term nature,
approximates fair value.

Income Taxes

The Company recognizes deferred tax assets and liabilities at enacted income tax rates for the temporary
differences between the financial reporting bases and the tax bases of its assets and liabilities. Any effects of
changes in income tax rates or tax laws are included in the provision for income taxes in the period of enactment.
When it is more likely than not that a portion or all of a deferred tax asset will not be realized in the future, the
Company provides a corresponding valuation allowance against the deferred tax asset. When it is more likely
than not that a position will be sustained upon examination by a tax authority that has full knowledge of all
relevant information, the Company measures the amount of tax benefit from the position and records the largest
amount of tax benefit that is greater than 50% likely of being realized after settlement with a tax authority. The
Company's policy is to recognize interest to be paid on an underpayment of income taxes in interest expense and
any retated statutory penalties in provision for income taxes in the consolidated statement of income.

Prior to the completion of the Company’s initial public offering, its results of operations were included in
the consolidated federal and state income tax returns of McDonald’s. Upon the completion of the Company’s
initial public offering in January 2006, it exited the consolidated tax group for federal and certain state income
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

tax purposes. Upon completion of the Dispesition in October 2006, the Company exited the McDonald’s
consolidated tax group for the remaining state returns. During the period the Company was included in
McDonald’s consolidated tax returns, the provision for income taxes was calculated on a separate income tax
return basis.

Restaurant Pre-Opening Costs

Pre-opening costs, including wages, benefits and travel for the training and opening teams, food and other
restaurant operating costs, are expensed as incurred prior to a restaurant opening for business. These costs
include rent since the adoption of FASB Staff Position No. FAS 13-1 (“FSP 13-17) in Fanuary 2006.

Insurance Liability

The Company maintains various insurance policies for workers’ compensation, employee health, general
liability and property damage. Pursuant to these policies, the Company is responsible for losses up to certain
limits and is required to estimate a liability that represents the ultimate exposure for aggregate losses below those
limits. This liability is based on management’s estimates of the ultimate costs to be incurred to settle known
claims and claims not reporied as of the balance sheet date. The estimated liability is not discounted and is based
on a number of assumptions and factors, including historical trends, actuarial assumptions, and economic
conditions. If actual trends differ from the estimates, the financial results could be impacted.

Advertising Costs

Advertising is expensed as incurred and aggregated $18,629, $13,918 and $10,748 for the years ended
December 31, 2007, 2006 and 2003, respectively.

Rent

Rent expense for the Company’s leases, which generally have escalating rentals over the term of the lease, is
recorded on a straight-line basis over the lease term. The lease term begins when the Company has the right to
control the use of the property, which is typically before rent payments are due under the lease. The difference
between the rent expense and rent paid is recorded as deferred rent in the consolidated balance sheet. Prior to
January 1, 2006, rent expense for the period prior 1o restaurant opening was capitalized and included in leasehold
improvements in the consolidated balance sheet. Rent capitalized during the pre-opening period was $4,229 for
the year ended December 31, 2005, Effective Janvary 1, 2006 with the adoption of FSP 13-1 pre-opening rent is
included in pre-opening costs in the consolidated income statement. For the years ended December 31, 2007 and
2006, $5,363 and $3,793 of pre-opening rent was included in pre-opening costs, respectively. Tenant incentives
used to fund leasehold improvements are recorded in deferred rent and amortized as reductions of rent expense
over the term of the lease.

Additionally, certain of the Company’s operating leases contain clanses that provide additional contingent
rent based on a percentage of sales greater than certain specified target amounts. The Company recognizes
contingent rent expense prior to the achievement of the specified target that triggers contingent rent, provided the
achievement of that target is considered probable.

Foreign Currency Translation

The Company’s international operations generally use its local currency as the functional currency. Assets
and liabilities are translated at exchange rates in effect as of the balance sheet date. Income and expense accounts
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

are translated at the average monthly exchange rates during the year. Resulting translation adjusiments are
recorded as a separate component of accumulated other comprehensive income in shareholders’ equity.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily
of cash and cash equivalents, available-for-sale securities, and accounts receivables. The Company invests its
cash and cash equivalents with financial institutions consistent with its investment policy. The Company’s cash
and securities balances may exceed federally insured limits. Concentration of credit risk related to accounts
receivables are limited, as the Company’s receivables are primarity with its landlords for the reimbursements of
tenant improvements.

2. New Accounting Principles
Adoption of New Accounting Principles

In September 2006, the Emerging [ssues Task Force (“EITF”) issued EITF Issue No. (6-2, Accounting for
Sabbatical Leave and Other Similur Benefits Pursuant to FASB Statement No, 43 Accounting for Compensated
Absences (“EITF 06-2"). The EITF concluded that sabbatical leave accumulates pursuant to the criteria of
Statement of Accounting Standard No. 43 Accounting for Compensated Absences (“FAS 43™) and therefore the
benefit should be accrued if the remaining criteria of FAS 43 are met. EITF 06-2 is effective for fiscal years
beginning after December 15, 2006. EITF 06-2 can be applied as a change in accounting principle either as a
cumulative-effect adjustment to beginning retained earnings in the year of adoption or as retrospective
application to all prior periods. The Company offers sabbatical leave to employees who have provided ten years
of services. Previously, the Company expensed sabbatical costs as incurred,

The Company determined an estimated accrued sabbatical balance as of December 31, 2006 of $2,600
which the Company recognized as a cumulative-effect adjustment to beginning retained earnings in the first
quarter of 2007, During 2007, the assumptions used were changed to estimate the accrual for only the sabbatical
currently being earned. In addition, the tax impact of the cumulative-effect adjustment had been excluded. As a
result, the Company adjusted the amount of the cumulative-effect adjustment that was recorded to retained
earnings effective January 1, 2007 to $1,049 (net of taxes of $675). The Company has deemed the impact of the
adjustment to be immaterial to the consolidated balance sheet for each of the 2007 quarterly reports. During the
year ended December 31, 2007, the Company accrued sabbatical expense of $331 (net of taxes of $212).

Effective January 1, 2007, the Company adopted FASB Interpretation No. 48, Accounting for Uncertainty in
Income Taxes (“FIN 48"}, FIN 48 prescribes a recognition threshold and measurement attribute for recognition
and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 also provides guidance
on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition.
Adoption of FIN 48 did not have an impact on the Company’s consolidated financial statements,

Recent Accounting Pronouncements

In February 2007, the FASB issued Statement No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities, ("FAS 1597). FAS 159 allows entities the option to measure eligible financial instruments
at fair value as of specified dates. Unrealized gains and losses on items for which the fair value option has been
elected are reported in earnings, FAS 159 is effective for fiscal years beginning after November 15, 2007. The
Company does not expect to elect the option to measure any existing financial instruments at fair value, therefore
it does not expect the adoption of FAS 159 to have an impact on its consolidated financial statements,
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements, (“FAS 1577). FAS 157
defines fair value, establishes a framework for using fair value to measure assets and liabilities, and expands
disclosure about fair value measurements. FAS 157 applies whenever other statements require or permit assets or
liabilities to be measured at fair value and is effective for fiscal years beginning after November 15, 2007. The
Company does not expect the adoption of FAS 157 to have a material impact on its consolidated financial
statements.

3. Supplemental Financial Information

Leasehold improvements, property and equipment were as follows:

December 31
2007 2006

Land ...t e e $ 8215 §$ 8215
Leasehold improvements and buildings .. ... ... 489,760 393,980
Furniture and fiXtUTES . ... .0 v e ot it e et 52,300 42,770
EqQUIpmEnt . .. ... e e 55,651 77,409

645,926 522,374
Accumnulated depreciation ......... ... i e (150,996) (117.634)

$494930 § 404,740

Accrued liabilities were as follows:

December 31

2007 2006
Giftcard liability .. ..... .. eoirii it i e $ 9,042 $ 6,984
Salestax payable ......... . .. e 5,645 4,381
Other accrued €XPENSES . ... ..ot vr e et e 12,448 11,912

$27,135 $23,277

4. Franchise Acquisitions

On March 7, March 31, and April 30, 2007, the Company acquired two, two and four franchised restaurants,
respectively. The results of operations have been included in the Company’s consolidated financial results from
the dates of acquisition. These acquisitions resulted from the franchisees’ obligation under their franchise
agreement with McDonald’s to dispose of either their Chipotle franchise or their McDonald’s franchise within 24
months after McDonald’s ceased to own a majority of the outstanding common stock of the Company, which
occurred on October 12, 2006. The acquisitions were accounted for using the purchase method as defined in
FASB Standard No. 141, Business Combinations. Goodwill represents the excess of the purchase price over the
fair value of the net tangible and intangible assets acquired and is deductible for tax purposes. Goodwill will not
be amortized, but instead will be tested for impairment at least annually. The aggregate purchase price of $5,668
for the eight restaurants acquired has been allocated as follows:

INEL CUITENE ASSEIS . o v v et vt e et ot et s e e et e inatrama e n s $ 5l
Leasehold improvements, property and equipment .. .................. . 1,416
GoodWill ..t 4,201
112 O O $5,608
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CHIPOTLE MEXICAN GRILL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(doltar and share amounts in thousands, unless otherwise specified)

5. Borrowings Under Line of Credit

In August 2007, the Company entered into a revolving line of credit available to support letters of credit
issued in the normal course of business and for normal short-term working capital needs. The line of credit has a
principal amount of $15,000 and expires in August 2008. Borrowings against the line of credit bear interest at the
Company’s option at the prime rate, a fixed rate determined by the bank or an adjusted LIBOR rate. As of
December 31, 2007, there were no borrowings outstanding however, there were two letters of credit issued for an
aggregate amount of $6,312 which expire in November 2008,

6. Income Taxes

The components of the benefit (provision) for income taxes are as follows:

Years ended December 31
= 2007 2006 2005
— Current tax:
Federal .. ... ... i i, $(38,216) 3$(24,590) $(13,426)
State ... ... (7,547) (4,099) (2,115)

(46,463)  (28,689)  (15,541)

L&m&:@j
lw]
&
3

Federal ............ ... . . o iiiiiiiia.. 3,273 2,263 3,429
Stale ... ... 272 (406) (773)

3,545 1,857 2,654

Valuationallowance ............ ... ... ... (521) — 20,343

Total benefit (proviston) for income taxes . .......... $(43,439) $(26,832) $ 7456

The effective tax rate differs from the statutory tax rates as follows:

Years ended

December 31

W7 W05 205
Statutory U S, federal income taxrate ... ..., 35.0% 35.0% 35.0%
State income tax, net of related federal income tax benefit ................ 4.2 4.3 4.8
Meals and entertainment .. ... ... L e e 0.3 0.2 0.6
Tax exempt INterest iNCOMIE . . ... .o\ttt e e e it in e e e e (1.5 (0.2 —
OUREr L e e 0.3 — 2.2
Valuation allowance ....... ... ... . . . i 04 —  (673)
Effective inCOme tax rates . ... o\ttt e e &% ’32% (24. %
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

Deferred income tax liabilities are taxes the Company expects to pay in future periods. Similarly. deferred
income tax assets are recorded for expected reductions in taxes payable in future periods. Deferred income taxes
arise because of the differences in the book and tax bases of certain assets and liabilities. Deferred income tax
liabilities and assets consist of the following:

December 3,

2007 2006
Long-term deferred income tax liability:
Leasehold improvements, property and equipment . ............c....ooos $ 38,805 $ 29015
Goodwill and other assets . ... ...t it 330 —
Total long-term deferred income tax liability ....................... 0. 39,135 29,015
Long-term deferred income tax asset:
Defermed FEML . o v ot et e e e 16,645 7,986
Giftcard ability . ... .. i e 452 —
Capitalized transaction COSIS . ... ... oo e e e 521 —
Stock compensation and other employee benefits ....................... 5,555 2,237
Separate state net operating loss carryforwards .. ...l — 111
Valuation alowWanCe . ... i e e e s (521 —
Tota! long-term deferred income tax asset ...........c...ovviiunt, 22,652 10,334
Net long-term deferred income tax liability ....... ... ... ot (16,483  (18,681)
Current deferred income tax liability:
Prepaid assets and other . ... ... o o it e 596 748
Total current deferred income tax liability ........... ... oo, 596 748
Current deferred income tax asset:
Allowances, reserves and other ... ... ... . i s 2,683 1.673
Stock compensation and other employee benefits ......... ... ... 344 5
Total current deferred income tax asset . ... ... .. it iniiiisan 3,027 1,678
Net current deferred InCOME tax @SSEl ... ..ottt vinnenernnaee . 2,431 930
Total deferred income tax liability ... .. ... ... .. .. . i $(14,052)  $(17,751)

As of December 31, 2007, the Company had no unrecognized tax benefits. There was no change in the
amount of unrecognized tax benefits as a result of tax positions taken during the year or in prior periods or due 10
settlements with taxing authorities or lapses of applicable statute of limitations. The Company is open to federal
and state tax audits until the applicable statute of limitations expire. Tax audits by their very nature are often
complex and can require several years to comptete. The Company is no longer subject to U.S. federal tax
examinations by tax authorities for tax years before 2005. For the majority of states where the Company has a
significant presence, it is no longer subject to tax examinations by tax authorities for tax years before 2003.

At the consummation of the Company’s initial public offering, the Company exited McDonald'’s
consolidated tax group for federal and some state 1ax purposes. At the consummation of the Disposition, the
Company exited McDonald’s consolidated tax group for the remaining states. Due to the exit from McDonald’s
consolidated federal tax group, the Company eliminated the deferred tax asset related to the post-acquisition net
operating loss carry-forwards ("NOLs") of $32,859 and alternative minimum tax (“AMT") credits of $918
through equity. As a result, the Company converted to a net long-term deferred tax liability position. There were
no other significant changes to the Company’s deferred tax balances as a result of the tax deconsolidation.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

Through December 31, 2004, a valuation allowance had been recorded to offset the deferred tax assets,
including those related to the NOLs, net of deferred tax liabilities. During the year ended December 31, 2005, the
Company determined that it was more likely than not that it would realize its deferred tax assets and a valuation
allowance was no longer required. When a valuation allowance related to net deferred tax assets resulting from
an acquisition is reversed, the related tax benefit reduces goodwill. During the year ended December 31, 2005,
the Company released $28,848 of valuation allowance of which $8,505 was attributable to the net deferred tax
assets of the Company at the date of McDaonald's majority acquisition of the Company. The related release of
valuation allowance has been recorded as a reduction of goodwill.

In accordance with the tax allocation agreement between McDonald’s and the Company, which is effective
any time the Company is included in a consolidated return with McDonald’s, the Company’s tax liability was
computed on a separate return basis, The Company would pay McDonald's for its allocated tax liability or if it
benefited from net losses or tax credits of other members of the consolidated tax return. Likewise, McDonald's
would compensate the Company if it had a net operating loss or tax credit during the tax year that is used by
other members of McDonald’s consolidated return. To the extent the Company generated taxable income it
would first be allocated to the separate return limitation year (“SRLY") losses. Once the SRLY losses had either
been fully utilized or expired, the 1axable income would be offset against the tax attributes/deferred tax assets
previously used by McDonald’s. McDanald’s used $118,041 of the Company’s losses as a reduction of taxable
income in its consolidated federal return. No tax benefit was reflected in the consolidated statement of operations
for McDonald’s use of the Company’s NOLSs; rather a capital contribution was recorded.

7. Shareholders’ Equity
Common Stock

The restated certification of incorporation authorizes the issuance of an aggregate 230,000 shares of
common stock consisting of 30,000 shares of class B common stock with a $0.01 par value and 200,000 shares of
class A common stock with a $0.01 par value. Prior to Disposition, each share of class B common stock was
convertible at the option of the shareholder into one share of class A common stock, and each share of class B
common stock generally also converted into one share of class A common stock if a transfer of ownership
occuired. Shares of class B common stock are no longer convertible beginning October 12, 2006. Shares of
class B common stock participate equally in dividends with shares of class A common stock. Shares of class B
and class A common stock generally vote as a single class of common stock. Shares of class B common stock
have ten votes per share whereas class A common stock shares have one vote per share, except that for purposes
of approving a merger or consolidation, a sale of substantially all property or dissolution, each share of both
class A and class B will have enly one vote.

8. Stock Based Compensation

Effective with the Company’s initial public offering the Company adopted the Chipotle Mexican Grill, Inc.
2006 Incentive Plan (the “Plan’™). Under the Plan, 2,200 shares of class A common stock have been authorized
and reserved for issuances to eligible employees, of which 971 represent shares that were authorized for issuance,
but not issued under the Plan at December 31, 2007. The Plan is administered by the Board of Directors, which
has the authority to select the individuals to whom awards will be granted and to determine when the awards are
to be granted, the number of shares to be covered by each award, the vesting schedule and all other terms and
conditions of the awards. The exercise price for options granted under the Plan cannot be less than fair market
value at the date of grant.
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In February 2007, the Company issued 275 options to purchase shares of its class A common stock to
eligible employees with a grant date fair value of $24.80 per share and an exercise price of $63.89 per share
which vest on the third anniversary of the grant date and expire after seven years. Compensation expense is
generally recognized equally over the three year vesting period. Compensation expense related to employees
eligible to retire and retain rights to the awards is recognized over six months which coincides with the notice
period. The Company also granted to executive officers 120 shares of non-vested class A common stock with a
grant date fair value of $63.89 which vest in two equal installments on the second and third anniversary of the
grant. Compensation expense is recognized on a straight-line basis for each separate vesting portion {graded
vesting).

In August 2007, the Company granted three shares of non-vested class A common stock with a grant date
fair value of $99.19 which vest in two equal installments on the second and third anniversary of the grant.
Compensation expense is recognized on a straight-line basis for each separate vesting portion. j

In January 2006, in conjunction with the initial public offering, the Company granted a one-time grant of
774 options to purchase shares of class A common stock to all of its salaried employees. The exercise price of the
options was set at the grant date fair value, the initial public offering price, of $22.00 per share. The options
granted vest three years from the date of grant and expire after seven years. Compensation expense is generally
recognized equally over the three year vesting period. Compensation expense related to employees eligible to .
retire and retain full rights to the awards is recognized over six months which coincides with the notice period.

In 2005, the Company granted 153 shares of non-vested class B common stock with a grant-date fair value
of $19.50 per share (a related party contemporaneous valuation) which vest evenly over three years. During the
years ended December 31, 2007 and 2006, 52 and 51 shares vested. No shares have been forfeited. Compensation
expense is recognized over the vesting period.

The Company granted stock appreciation rights (“SARs”} on 167 shares of common stock in 2004, of which
18 were forfeited during 2005. Effective with the Company’s initial public offering, all SARs outstanding as of
January 25, 2006 were converted into options to purchase 149 shares of class A common stock. The options,
which have terms consistent with the original SARs, have an exercise price of $22.35 per share, vest three years
from the date of grant (vesting in full in July 2007) and expire five years and six months after the original grant
date. Upon conversion, the options were remeasured. The portion of the incremental compensation costs related
to service periods that were completed as of the conversion date, of $149, was recognized immediately. Until
converted, the SARs were accounted for as a liability, and compensation expense was revalued each reporting
period and recognized over the remaining vesting period.

Stock-based compensation, including options, restricted shares and SARs, was $8,136 ($4,955 net of tax} in
2007, $5.293 (53,218 net of tax) in 2006 and $2,103 ($1,266 net of tax} in 2005. During the year ended
December 31, 2006, stock-based compensation expense included $1,115 from the acceleration of vesting on 49
options upon the termination of two employees. For the years ended December 31, 2007 and 2006, $335 and
$100 of stock-based compensation was recognized as capitalized development and is included in property, plant
and equipment in the consolidated balance sheet. Unearned compensation as of December 31, 2007 was 35,281
for options and $5,201 for unvested restricted shares. The remaining vesting period as of December 31, 2007 for
unvested options generally was between 1.1 and 2.1 years, and for unvested restricted stock was between 0.2 and
2.6 years.
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A summary of option activity as of and for the years ended December 31, 2007, 2006 and 2005 is as follows
(in thousands, except per share data):

Weighted-
Weighted- Average
Average Grant
Exercise Date
Options Shares Price Fair Value
Options outstanding as of December 31,2004 ................. 241 $16.25
Expired .. ... 6) 31497 $ 6.27
Forfeited ..... ... .. .. i i e 10y $17.49 § 681
Options outsianding as of December 31,2005 ................. 225 $16.23
Granted ... ... e 774 $22.00 $ 921
SARS CONVErSION ..ot vti it i it e 149 $22.35 % 8.08
Exercised .........c. . i e (150)  $18.33 $7.24
Forfeited ......... o i i e _(58) 322,01 $ 9.17
v Options outstanding as of December 31,2006 ................. 940 $21.26
Gramted .. ... e e 275 $63.89 $24.80
Exercised ... ...t e (207  $18.68 $ 715
Forfeited ... ... ... . _(43) 82315 $ 9064
— Options outstanding as of December 31,2007 ................. 965 $33.87

The following table reflects the vesting activity of options as of and for the years ended December 31, 2007,
2006 and 2005 (in thousands, except per share data):

Weighted-
Weighted- Average
Vested and Total Average Remaining
Exercisable Fair Exercise Intrinsic Contractual
Shares Value Price Value Life

As of December 31,2004 ........... — $ — § — $ — —

Vested .......... .. ... ... ... .... 112

As of December 31,2005 ........... 112 $ 704 $14.97 $ 509 19

Vested ... 170 $2,120

Exercises ...... ..., (150) $ 4,947

As of December 31,2006 ........... 132 $ 872 $16.45 $ 5,369 1.4

Vested ... 110 $ 887

Exercises .........coiiiironinniin. (207 $17,749

As of December 31,2007 ........... 35 $ 280 $21.75 $ 4,432 1.9
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The following table reflects the assumptions utilized to value the 2007 stock option awards granted, the
2006 stock option awards granted, option modifications in 2006, the SARs conversion upon the initial public
offering and to value the SARs as of December 31, 2005 using the Black-Scholes valuation model. In accordance
with FAS 123(R), upon conversion to options in conjunction with the initial public offering, the SARs were
revalued using the assumptions as of that date. In addition, the SARs were revalued as of December 31, 2005
using the assumptions effective as of that date which are also noted above. The risk-free interest rate is based
upon U.S. Treasury Rates for instruments with similar terms. The expected life of the 2007 and 2006 granted
options was derived utilizing the short-cut method allowed for a vanilla option grant under Staff Accounting
Bulletin No. 107, in which the expected life is assumed to be the average of the vesting period and the
contractual life of the option. The Company has not paid dividends to date and does not plan to pay dividends in
the near future. The volatility assumptions were derived from the Company’s actual and implied volatilities and
historical volatilities of competitors whose shares are traded in the public markets and are adjusted to reflect
anticipated behavior specific to the Company. In 2005, the Company’s annual independent stock valuations were
also considered in the calculation of volatility.

2007 2006 2005
Risk-free interest rate . ... ... ... ..urcmmuninnnunannnennnis 4.7% 4.4%t0 5.3% 3.9%
Expected life (years) .......... .. i 5.0 0.1t05.0 5.0
Expected dividend yield .......... ... .. . it 0.0% 0.0% 0.0%
Volatility ... ... 35% 40.0% 37.0%

9. Employee Benefit Plans

In October 2006, effective upon consummation of the Disposition, the Company adopted the Chipotle
Mexican Grill 401(k) plan (the “401(k) plan™). Prior to October 2006, eligible Chipotle employees were
participants of a 401(k) plan sponsored by McDonald's. The Company matches 100% of the first 3% of pay
contributed by each eligible employee and 50% on the next 2% of pay contributed. Employees become eligible to
receive matching contributions after one year of service with the Company. For the years ended December 31,
2007, 2006 and 2003, Company matching contributions totaled approximately $1,234, $1,070 and $828,
respectively.

As a result of the Disposition, the Company adopted the Chipotle Mexican Grill, Inc. Supplemental
Deferred Investment Plan (the “Deferred Plan™) which covers eligible employees of the Company. The Deferred
Plan is a non-qualified, unfunded plan that allows participants to make tax-deferred contributions that cannot be
made under the 401 (k) plan because of Internal Revenue Service limitations. Participants’ earnings on
contributions made to the Deferred Plan fluctuate with the actual earnings and losses of a variety of available
investment choices selected by the participant. Totai liabilities under the Deferred Plan as of December 31, 2007
and 2006 were $800 and $111, respectively, and are included in other long-term liabilities in the conselidated
balance sheet, The Company matches 100% of the first 3% of pay contributed by each eligible employee and
50% on the next 2% of pay contributed once the 401(k) contribution limits are reached. For the years ended
December 31, 2007 and 2006, the Company made deferred compensation matches of $137 and $25, respectively,
to the Deferred Plan. Prior to October 2006, eligible Chipotle employees were participants of a deferred
compensation plan sponsored by McDonald’s.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollar and share amounts in thousands, unless otherwise specified)

10. Related-Party Transactions

Prior to the Disposition, the Company was a wholly-owned subsidiary of McDonald's. Transactions through
the date of separalion are considered related-party transactions and are discussed below.

The consolidated statement of income reflects charges from McDonald's of $8.667 and $8,790 for the years
ended December 31, 2006 and 2005, respectively. These charges primarily related to reimbursements of payroll
and related expenses for certain McDaonald’s employees that performed services for the Company, insurance
coverage, software maintenance agreements and non-income based taxes. The charges were specifically
identifiable to the Company. The Company cannot estimate with any reasonable certainty what these charges
would have been on a stand-alone basis. However, the Company feels that these charges are indicative of what it
could have incurred on a stand-alone basis.

The Company leased office and restaurant space from McDonald’s and its affiliates. Rent expense was $276
and $404 for such leases for the years ended December 31, 2006 and 2005, respectively. In addition, McDonald’s
provided temporary capital under a line of credit. For the year ended December 31, 2005, interest expense, net of
interest income, was $679.

11. Leases

The Company generally operates its restaurants in leased premises. Lease terms for traditional shopping
center or building leases generally include combined initial and option terms of 20-25 years, Ground leases
generally include combined initial and option terms of 30-50 years. The option terms in each of these leases are
typically in five-year increments. Typically, the lease includes rent escalation terms every five years including
fixed rent escalations, escalations based on inflation indexes, and fair market value adjustments. Certain leases
contain contingent rental provisions based upon the sales of the underlying restaurants. ‘The leases generally
provide for the payment of common area maintenance, property taxes, insurance and various other use and
occupancy costs by the Company. In addition, the Company is the lessee under non-cancelabie leases covering
certain offices.

Future minimum lease payments required under existing operating leases as of December 31, 2007 are as
follows:

200 e e $ 76,469
2000 L e e 77,580
200 . e e e 78,215
7.0 1 78.418
200 e e e 79,034
03T = ) 1,020,850
Total minimum lease payments ........ .. .ottt iinr e $1.410,566

Minimum lease payments have not been reduced by minimum sublease rentals of $3,606 due in the future
under non-cancelable subleases.
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Rental expense consists of the following:

For the years ended
December 31,
2007 2006 2005
MIinImum Ientals . ..ot i e $70,375  $50,880  $42,506
Contingentrentals ............. oo iiiiiiiiiiiiirriiaans $1,162 % 955 § 431
Sublease rental INCOME . .. ... ot i ei it $(1,499) 3$(3,365) $(2,070)

During the years ended December 31, 2006 and 2005, the Company entered into one and five sales and
leaseback transactions, respectively. These transactions do not qualify for sales leaseback accounting because of
the Company’s deemed continuing involvement with the buyer-lessor due to fixed price renewal options, which
results in the transaction being recorded under the financing method. Under the financing method, the assets
remain on the consolidated balance sheet and the proceeds from the transactions are recorded as a financing
liability. A portion of lease payments are applied as payments of deemed principal and imputed interest. The
deemed landlord financing liability was $4,036 as of December 31, 2007. The future minimum lease payments
for each of the next five years and thereafter for deemed landlord financing obligations are as follows:

2008 . e e e $ 366
211 N 366
3 0 g 373
2.1 3 1 1 PN 391
1) 394
1723 5= i L= o 5,504
Total minimum [€ase PAYIMENS . .. ...\ oottt s e nar it e a e ssans 7,394
Less: Interest implicitin lease . ... ... .. .. .. e (3,358)
Total deemed landlord financing ......... .. oottt $ 4,036

12, Earnings Per Share

Basic earnings per share is calculated by dividing income available to common shareholders by the
weighted-average number of shares of common stock outstanding during each period. Diluted earnings per share
(“Diluted EPS™) is calculated using income available to common shareholders divided by diluted
weighted-average shares of common stock outstanding during each period. Potentially dilutive securities include
potential common shares related to stock options and non-vested stock. Diluted EPS considers the impact of
potentially dilutive securities except in periods in which there is a loss because the inclusion of the potential
commaon shares would have an anti-dilutive effect. No options to purchase shares of common stock were
excluded from the calculation of Diluted EPS because there were no anti-dilutive options.
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The following table sets forth the computations of basic and dilutive earnings per share:

Year ended Decemnber 31,

2007 2006 2005

NELINCOME & vt ettt e e e e e et e e e e e e e e s $70,563 $41,423 $37.696
Shares:

Weighted average number of common shares outstanding ................... 32,672 32,051 26,281
Dilutive stock options . .. ... o o e e 3 319 67
Dilutive non-vested stock . ... ... ... e 77 95 26
Diluted weighted average number of common shares outstanding ............. 33,146 32465 26374
Basiceamnings pershare ............... ... . ... i $ 216 $ 129 § 143
Diluted earnings pershare ....... ... . .. . e, $ 213 § 128 3 143

13, Commitments and Contingencies
Purchase Obligations

The Company enters into various purchase obligations in the ordinary course of business. Those that are
binding primarily relate to amounts owed under contractor and subcontractor agreements and orders submitted
for equipment for restaurants under construction.

Litigation

In August 2004, the merchant bank that processes the Company’s credit and debit card transactions
informed the Company it may have been the victim of a possible theft of credit and debit card data. During 2004,
the Company recorded a reserve for the potential exposure for losses and fines of $4,000. Through June 30, 2007,
the Company utilized $2,789 of the reserve to cover fines and losses. In June 2007, the Company determined
more than 90% of the possibly-affected cards had expired and the Company had incurred minimal losses from
related claims in the last year. Accordingly, the Company concluded that any remaining exposure was remote
and reversed the remaining reserve of $1,211 ($737 net of income tax and $0.02 impact on basic and diluted
earnings per share for the year ended December 31, 2007) in general and administrative expenses in the
consolidated statement of income. To the extent the Company receives additional claims or incurs fines or legal
or other expenses related to this matter, such amounts will be recognized as expense in the consolidated
statement of income when incurred.

A lawsuit has been filed against the Company in California alleging violations of state laws regarding
employee record-keeping, meal and rest breaks, payment of overtime and related practices with respect to its
employees. The case seeks damages, penalties and attorney’s fees on behalf of a purported class of the
Company’s present and former employees. The Company is currently investigating these claims, and although it
has vartous defenses it is not possible at this time to reasonably estimate the outcome of or any potential liability
from this case.

In the normal course of business, the Company is subject to other proceedings, lawsuits and claims. Such
matters are subject to many uncertainties, and outcomes are not predictable with assurance. Consequently, the
Company is unable to ascertain the ultimate aggregate amount of monetary liability or financial impact with
respect to these matters as of December 31, 2007, These matters could affect the operating results of any one
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quarter when resolved in future periods. Management does not believe that any monetary liability or financial

impact to the Company as a result of these proceedings or claims will be material to the Company’s annual

consolidated financial statements. However, a significant increase in the number of these claims, or one or more

successful claims resulting in greater liabilities than the Company currently anticipates, could materially and

adversely affect the Company’s business, financiat condition, results of operation or cash flows.

14. Quarterly Financial Data (Unaudited)

Summarized unaudited quarterly financial data:

2007
March 31 June 30 September 30 December 31
Revenue ....... ... ... i $236,095 $274,346  $286,431 $288,910
Operating INCOME . . ..o v v ettt et $ 18649 $ 30,682 $ 31,396 $ 27,456
L AT Ve 1 T O $ 12,440 $ 19981 $ 20,604 $ 17,538
Basic earningspershare ....... ... ... ... ... ool $ 038 $ 061 $ 063 § 054
Diluted earnings pershare .............c.ccoiueiinn... $ 038 % 060 $ 062 $ 033
2006
March 31 June 30 September 30  December 31
REVEIUE ..ttt e e e e e e e e e e $187,015 $204.936 $211,260 $219.719
Operating inCome . ... ...ttt iinenss $ 12,733 $ 15870 % 17,853 $ 15,496
Net INCOMIE . .. i ittt $ 7988 §$ 10,792 §$ 11,802 §$ 10,841
Basic earnings pershare ......... ..o, $ 026 $§ 033 § 036 $ 033
Diluted earnings pershare ...........ccoveeneiiniaann. $ 026 % 033 & 036 §$§ 033
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

‘We maintain disclosure controls and procedures {as defined in Rule 13a-15(¢} promulgated under the
Securities Exchange Act of 1934, as amended (the “Exchange Act’™)) that are designed to ensure that information
required to be disclosed in Exchange Act reports is recorded, processed, summarized and reported within the
time periods specified in the Securities and Exchange Commission’s rules and forms, and that such information
is accumulated and communicated to our management, including our Chief Executive Officer, President and
Chief Operating Officer and Chief Finance and Development Officer, as appropriate, to allow timely decisions
regarding required disclosure.

Evaluation of Disclosure Controls and Procedures

As of December 31, 2007, we carried out an evaluation, under the supervision and with the participation of
our management, including cur Chief Executive Officer, President and Chief Operating Officer and Chief
Finance and Development Officer, of the effectiveness of the design and operation of our disclosure controls and
procedures. Based on the foregoing, our Chief Executive Officer, President and Chief Operating Officer and
Chief Finance and Development Officer concluded that our disclosure controls and procedures were effective as
of the end of the pericd covered by this annual report.

Change in Internal Control over Financial Reporting

There were no changes during the year ended December 31, 2007 in our internal control over financial
reporting (as defined in Rule 13a-135(f) under the Exchange Act) that have matenially affected or are reasonably
likely to materially affect our internal control over financial reporting,

Management’s Report on Internal Control over Financial Reporting

The management of Chipotle Mexican Grill, Inc. is responsible for establishing and maintaining adequate
internal control over financial reporting. Our internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with accounting principles generally accepted in the United States
of America. Our internal control over financial reporting includes those policies and procedures that (i) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of our assets; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with accounting principles generally accepted in the United
States of America, and that our receipts and expenditures are being made only in accordance with authorizations
of management and directors; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of assets that could have a material effect on our financia!
statements,

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future perieds are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of
December 31, 2007, based on the framework set forth by the Committee of Sponscring Organizations of the
Treadway Commission in Internal Control—Integrated Framework. Based on that assessment, management
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concluded that, as of December 31, 2007, the Company’s internal control over financial reporting is effective
based on the criteria established in Internal Control Integrated Framework.

Our independent registered public accounting firm, Ernst & Young LLP, has issued an attestation report on
the effectiveness of our internal control over financial reporting. This report appears below.

{ ModSt EM}
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Report of Independent Registered Public Accounting Firm
¥
The Board of Directors and Shareholders of
Chipotle Mexican Grill, Inc.

We have audited Chipotle Mexican Grill, Inc.’s (the “Company”} internal control over financial reporting as
of December 31, 2007, based on criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The Company's
management is responsible for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying Report
of Management con Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States}. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unautherized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, Chipotle Mexican Grill, Inc. maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2007, based on the COSQO criteria.

We also have aundited, in accordance with the standards of the Public Company Accounting Oversight Board
{United States), the consolidated balance sheets of Chipotle Mexican Grill, Inc. as of December 31, 2007 and
2006, and the related consolidated statements of income, shareholders’ equity and comprehensive income, and
cash flows for each of the three years in the period ended December 31, 2007, and our report dated February 25,
2008, expressed an unqualified opinion thereon.

Ernst & Young LLP

Denver, Colorado
February 25, 2008
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ITEM 9B. OTHER INFORMATION

On February 20, 2008, the Compensation Commitiee of our Board of Directors approved grants to our
executive officers of stock appreciation rights, as well as performance shares, each denominated in shares of our
class A common stock, under our 2006 Stock Incentive Plan, The effectiveness of these grants is subject to the
approval at our 2008 Annual Meeting of Shareholders of amendments to our 2006 Stock Incentive Plan. The
following table sets forth the total shares subject to the stock appreciation rights and performance share awards:

Name of Executive Officer Stock Appreciation Rights Performance Shares
SteveElls ...l 90,500 41,600
Montgomery F. Moran ............ 66,000 30,400
John R. Hartung ................. 31,700 15,000
Robert D. Wilner ................ 15,000 7,500

The stock appreciation rights have a base price of $102.65 per share, the closing market price of our class A
common stock on the grant date, and include a three-year vesting period and seven-year term. No stock
appreciation rights vest prior to the third anniversary of the grant, subject to possible acceleration of vesting in
certain circumstances. The performance shares will be issued, if at all, upon our achievement of a financial
performance goal, but will not be issued prior to February 2010. The performance shares are subject to pro-rata
payouts and acceleration of vesting in certain circumstances. The full terms of these grants are set forth in the
forms of Stock Appreciation Rights Agreement and Performance Share Agreement filed as exhibits to this
Annual Report on Form 10-K, and in the 2006 Stock Incentive Plan, as amended.

Also on February 20, 2008, the Compensation Committee approved new base salaries to be paid to the
executive officers beginning in March 2008. The committee set Mr. Ells’s 2008 base salary at $1,000,000,
Mr. Moran’s 2008 base salary at $600,000, Mr. Hartung’s 2008 base salary at $425,000; and Mr. Wilner’s 2008
base salary at $325,000.

PART Il1

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Incorporated by reference from the definitive proxy statement for our 2008 annual meeting of shareholders,
which will be filed no later than 120 days after December 31, 2007.

ITEM 11. EXECUTIVE COMPENSATION !

Incorporated by reference from the definitive proxy statement for our 2008 annual meeting of shareholders,
which will be filed no later than 120 days after December 31, 2007,

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Incorporated by reference from the definitive proxy statement for our 2008 annual meeting of shareholders,
which will be filed no later than 120 days after December 31, 2007.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Incorporated by reference from the definitive proxy statement for our 2008 annual meeting of shareholders,
which will be filed no later than 120 days after December 31, 2007,

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Incorporated by reference from the definitive proxy statement for our 2008 annual meeting of shareholders,
which will be filed no later than 120 days after December 31, 2007.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

1. All Financial statements

Consolidated financial statements filed as part of this report are listed under Item 8. “Financial Statements
and Supplementary Data.”

2. Financial statement schedules

No schedules are required because either the required information is not present or is not present in amounts
sufficient to require submission of the schedule, or because the information required is included in the
consolidated financial statements or the notes thereto.

3. Exhibits

The exhibits listed on the accompanying Exhibit Index are filed or incorporated by reference as part of this
report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CHIPOTLE MEXICAN GRILL, INC,

By: s/ JOHN R. HARTUNG

Name: John R. Hartung
Title: Chief Finance and Development Officer

Date: February 26, 2008

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Steve Ells, Montgomery Moran and John Hartung, and each of them, his or her true and
lawful attorneys-in-fact, each with full power of substitution, for him or her in any and all capacities, to sign any '
amendments to this report on Form 10-K and to file the same, with exhibits thereto and other documents in =
connection therewith, with the Securities and Exchange Commission, hereby ratifying and confirming all that
each of said attorneys-in-fact or their substitute or substitutes may do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature % mt_e
/s/ STEVE ELLS February 26, 2008  Chief Executive Officer and
Steve Ells Chairman of the Board of Directors

(principal executive officer)

/s/ MoNTGOMERY F. MORAN February 26,2008  President, Chief Operating Officer

Montgomery F. Moran and Director (principal executive

officer)

/s/ JoHN R. HARTUNG February 26, 2008  Chief Finance and Development
John R. Hartung Officer (principal financial officer)
/s/  ROBIN §. ANDERSON February 26,2008  Executive Director and Controller

Robin S. Anderson (principal accounting officer)
/s/  ALBERT S. BALDOCCHI February 26, 2008 Director

Albert S. Baldocchi

fs/ JOHN 8. CHARLESWORTH February 26, 2008 Director
John 8. Charlesworth

/s/ NEIL W. FLANZRAICH February 26, 2008  Director
Neil W. Flanzraich

/s/ PATRICK J. FLYNN February 26, 2008  Director
Patrick J. Flynn

/s/ DARLENE J. FRIEDMAN February 25,2008  Director

Darlene J. Friedman
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Chipotle Mexican Grill, Inc
1543 Wazee Street, Suite 200
Denver, CO 80202

Apnt 7, 2008
DEAR SHAREHOLDER:

You are cordially invited to attend the annual meeting of shareholders of Chipotle Mexican Grill, Inc.,
which will be held on May 21, 2008 at 8:00 a.m. local time at the Oxford Hotel, 1600 Seventeenth Street,
Denver, Colorado. Details of the business to be conducted at the annual meeting are given in the notice of
meeling and proxy statement that follow.

We are taking advantage of new rules of the Securities and Exchange Commission that allow us to furnish
your proxy materials over the Internet. We believe that this will allow us to lower the cost and environmental
impact of our annual meeting. More details are included in the materials that follow,

Please vote promptly by following the instructions in this proxy statement or in the Notice of Internet
Availability of Proxy Materials that was mailed to you.

Sincerely,

/s/ Steve Ells

Chairman of the Board and Chief Executive Officer
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NOTICE OF MEETING

The 2008 annual meeting of shareholders of Chipotle Mexican Grill, Inc. will be held on May 21, 2008 at
8:00 a.m. local time at the Oxford Hotel, 1600 Seventeenth Street, Denver, Colorado, 80202. Shareholders will
consider and take action on the following matters:

1.
2.

Election of two directors, each to serve a three-year term (Proposal A);

Approval of the Chipotle Mexican Grill, Inc. Amended and Restated 2006 Cash Incentive Plan
(Proposal B);

Approval of the Chipotle Mexican Grill, Inc. Amended and Restated 2006 Stock Incentive Plan
(Proposal C);

Approval of the Chipotle Mexican Grill, Inc. Employee Stock Purchase Plan (Proposal D);

Ratification of the selection of Ernst & Young LLP as the company’s independent registered public
accounting firm for the 2008 fiscal year (Proposal E); and

Such other business as may properly come before the meeting or any adjournments or postponements
of the meeting.

Information with respect to the above matters is set forth in the proxy statement that accompanies this

notice.

The record date for the meeting has been fixed by the Board of Directors as the close of business on
March 31, 2008. Shareholders of record at that time are entitled to vote at the meeting.

By order of the Board of Directors

/s/ Monty Moran

President, Chief Operating Officer, Secretary and
Director

April 7, 2008

Please execute your vote promptly by following the instructions included on the Notice of Availability of
Proxy Materials that was mailed to you.
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CHIPOTLE MEXICAN GRILL, INC.
1543 Wazee Street, Suite 200
Denver, Colorado 80202

PROXY STATEMENT

ANNUAL MEETING INFORMATION

This proxy statement contains information related to the annual meeting of shareholders of Chipotle
Mexican Grill, Inc, to be held on Wednesday, May 21, 2008, beginning at 8:00 a.m. at the Oxford Hotel, 1600
Seventeenth Street, Denver, Colorado. This proxy statement was prepared under the direction of the company’s
Board of Directors to solicit your proxy for use at the annual meeting. It will be made available to shareholders
on or about April 7, 2008.

Who is entitled to vote and how many votes do I have?

If you were a shareholder of record of our Class A common stock or our Class B common stock on
March 31, 2008, you are entitled to vote at the annual meeting, or at any postponement or adjournment of the
annual meeting. On each matter to be voted on, you may cast one vote for each share of Class A common stock
you hold and ten votes for each share of Class B common stock you hold. As of March 31, 2008 there were
14,553,855 shares of Class A common stock and 18,424,690 shares of Class B common stock outstanding and
entitled to vote.

What am I voting on?
You will be asked to vote on five proposals:
Proposal A — Election of two directors: John S. Charlesworth and Montgomery F. Moran

Proposal B -~ Approval of the Amended and Restated 2006 Cash Incentive Plan, including
amendments to (i) increase the amount of awards that may be made to any one
participant in a fiscal year; and (ii) make additional changes to the plan as described in
Proposal B

Proposal C — Approval of the Amended and Restated 2006 Stock Incentive Plan, including
amendments to (i) increase the aggregate number of shares available for issuance under
the plan; and (ii) make additional changes to the plan as described in Proposat C

Proposal D — Approval of the Chipotle Mexican Grill, Inc. Employee Stock Purchase Plan
Proposal E — Ratification of the selection of Ernst & Young LLP as the company’s independent

registered public accounting firm for fiscal 2008

The Board of Directors is not aware of any other matters to be presented for action at the meeting.

How does the Board of Directors recommend I vote on the proposals?

The Board of Directors recommends a vote FOR each proposal.

How do I vote?

If you hold your shares through a broker, bank, or other nominee in “street name,” you need to submit
voting instructions to your broker, bank or other nominee in order to cast your vote. In most instances, you can
do this over the Internet or by telephone, or if you have received or request a hard copy of this proxy statement
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and accompanying form of proxy you may mark, sign, date and mail your proxy card in the postage-paid
envelope provided. The Notice of Internet Availability of Proxy Materials that was mailed to you has specific
instructions for how to submit your vete, Your vote is revocable by following the procedures outlined in the
proxy statement. However, since you are not a shareholder of record you may not vote your shares in person at
the meeting without obtaining authorization from your broker, bank or other nominee.

If you are a shareholder of record, you can vote your shares over the Internet or by using a toll-free
telephone number, as described in the Notice of Internet Availability of Proxy Materials that was mailed to you,
or if you have received or request a hard copy of this proxy statement and accompanying form of proxy card you
may mark, sign, date and mail your proxy card in the postage-paid envelope provided. Your designation of a
proxy is revocable by following the procedures outlined in the proxy statement. The method by which you vote
will not limit your right to vote in person at the annual meeting.

If you receive hard copy materials and sign and return your proxy card without specifying choices, your
shares will be voted as recommended by the Board of Directors.

Can I Change My Vote?
You can revoke your proxy at any time before it is voted at the annual meeting by:

+ sending a written notice of revocation to our corporate Secretary at our principal offices, 1543 Wazee
Street, Suite 200, Denver, CO 80202; or

» if you are a shareholder of record, by attending the annual meeting and voting in person.

Attendance at the annual meeting will not by itself revoke your proxy. If you hold shares in street name you
must contact your broker, bank or other nominee to change your vote or obtain a proxy to vote your shares if you
wish to cast your vote in person at the meeting.

What constitutes a quorum?

A quorum is necessary to conduct business at the annual meeting. At any meeting of our shareholders, the
holders of a majority in voting power of our outstanding shares of capital stock entitled to vote at the meeting,
present in person or by proxy, constitutes a quorum for all purposes. You are part of the quorum if you have
voted by proxy. Abstentions, broker non-votes and votes withheld from director nominees count as “shares
present” at the meeting for purposes of determining whether a quorum exists. A broker non-vote occurs when a
broker, bank or other nominee who holds shares for another does not vote on a particular item because the
nominee has not received instructions from the owner of the shares and does not have discretionary voting
authority for that item.

What vote is required to approve each proposal?

Proposal A—  The two nominees for director receiving the highest number of votes cast in person or
by proxy at the annual meeting will be elected. If you mark your proxy to “withhold”
your vote for a particular nominee on your proxy card, your vote will not count either
“for” or “against” the nominee.

Proposals

B, C,D and E - Approval of the Amended and Restated 2006 Cash Incentive Plan, approval of the
Amended and Restated 2006 Stock Incentive Plan, approval of the Employee Stock
Purchase Plan and the ratification of the appointment of Ernst & Young LLP as our
independent registered public accounting firm for fiscal 2008 each require the
affirmative vote of a majority of the voles cast at the annual meeting in order to be
approved. Abstentions and broker non-votes are not counted as votes cast and will
have no effect on the outcome of these proposals.
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How is this proxy statement being delivered?

Pursuant 1o new rules of the Securities and Exchange Commission, we have elected to deliver our proxy
materials electronically over the Internet. Accordingly, we are distributing a Notice of Internet Availability of
Proxy Materials to our shareholders of record and beneficial owners at the close of business on March 31, 2008,
On the date of distribution of the Notice of Internet Availability of Proxy Materials, all shareholders and
beneficial owners will have the ability to access all of the proxy materials at the URL address included in the
Notice of Internet Availability of Proxy Materials. These proxy materials are also available free of charge upon
request at 1-800-579-1639, or by e-mail at sendmaterial @ proxyvote.com, or by writing to Chipotle Mexican
Grill, Inc., c/o Broadridge, 51 Mercedes Way, Edgewood, NY 11717,

If you would like to receive the Notice of Internet Availability of Proxy Materials via e-mail rather than
regular mail in future years, please follow the instructions on the Notice of Internet Availability of Proxy
Materials, or by enrolling on the Investors page of our web site at www.chipotle.com. Delivering future notices
by e-mail will help us reduce the cost and environmental impact of our annual meeting.

Who is bearing the cost of this proxy solicitation?

We will bear the cost of preparing, assembling and mailing the Notice of Internet Availability of Proxy
Materials; of making these proxy materials available on the Internet and providing hard copies of the materials to
shareholders who request them; and of reimbursing brokers, nominees, fiduciaries and other custodians for the
out-of-pocket and clerical expenses of transmiiting copies of the Notice of Internet Availabitity of Proxy
Matenials and the proxy materials themselves to the beneficial owners of the shares. A few of our officers and
employees may participate in the solicitation of proxies, without additional compensation, by telephone, e-mail
or other electronic means or in person.




BENEFICIAL OWNERSHIP OF OUR COMMON STOCK

The following tables set forth information as of March 31, 2008, as to the beneficial ownership of shares of

each class of our common stock by:

» each person (or group of affiliated persons) known to us to beneficially own more than 5% of either

class of our common stock;
+ each of our executive officers;
¢ each of our directors; and

« all of our executive officers and directors as a group.

The number of shares beneficially owned by each shareholder is determined under Securities and Exchange
Commission rules and generally includes voting or investment power over shares. The information does not
necessarily indicate beneficial ownership for any other purpose. The percentage of beneficial ownership shown in the
following tables is based on 14,553,855 outstanding shares of Class A common stock and 18,424,690 outstanding
shares of Class B common stock as of March 31, 2008. For purposes of calculating each person’s or group’s
percentage ownership, shares of Class A common stock issuable pursuant to stock options exercisable within 60 days
after March 31, 2008, are included as outstanding and beneficially owned for that person or group but are not treated

as outstanding for the purpose of computing the percentage ownership of any other person or group.

Total Voting  Total Equity
Class A Percentage Class B Percentage  Percentage Percentage
Name of Shareholder Common Stock of Class Common Stock of Class Owned Owned
Beneficial holders of 5% or more of either class of common stock
American Century Companies,

Inc. (1) ... ..ot 840,787 5.78% —_ — * 2.55%
Capital World Investors (2) . .. 1,774,030 12,19% 2,257,000 12.25% 12.25% 12.22%
FMRCorp. (3) ............. 2,737,950 18.81% — — 1.38% 8.30%
Franklin Resources, Inc. (4) . .. — —_ 031,376 5.06% 4.68% 2.82%
Marsico Capital Management,

LLCGB) ...t 1,227,352 8.43% — — * 3.72%
Pequot Capital Management,

Inc.{6) ................. — —_ 1,026,300 5.57% 5.16% 3.11%
Renaissance Technologies LL.C

(T 858,700 5.90% — — * 2.60%
T. Rowe Price Associates, Inc.

B e 7,000 * 1,980,700 10.75% 9.97% 6.03%
Tremblant Capital Group (9) .. —_— — 1,097,064 5.95% 5.52% 3.33%
Turner Investment Partners,

Inc. (10) ................ 1,773,462 12.19% - — — * 5.38%
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Total Voting  Total Equity
Class A Percentage Class B Percentage  Percentage Percentage

Name of Shareholder Commaon Stock of Class Common Stock of Class Owned Owned

Direciors and executive officers

Steve Ells(11)(12) .......... 55,100 * 403,250 2.19% 2.06% 1.39%
John Hartung (13} ........... 55,000 * 267 * * *
Montgomery Moran

A2)(14y ... ... 37,803 * 153,333 * *

Robert Wilner (15) .......... 42,000 * 43 * * *

Rex Jones(16) ............. 17,513 * — — * *

Bob Blessing .............. 8,000 * —_ — * *

Albert Baldocchi (12)(17) .... 24,892 * 162,841 * * *

John Charlesworth .......... 14,892 * — — * *

Neil Flanzraich ............. 384 * — — * *

Patrick Flynn .............. 28,892 * — — * *

Darlene Friedman (12){18) .. .. 892 * 9,000 * * *

All D&O’s as a group (11

people}(19) ............. 285,368 1.96% 728,734 3.96% 381% 3.07%

*  Less than one percent {1%)

(1) Based on a report on Schedule 13G filed on February 13, 2008. The address of American Century
Companies, Inc. is 4500 Main Street, 9th Floor, Kansas City, Missouri 64111,

(2) Based on a report on Schedule 13G filed on January 10, 2008. The address of Capital World Investors is 333
South Hope Street, Los Angeles, California 90071,

(3) Based on areport on Schedule 13G/A filed on February 14, 2008. The address of FMR, LLC is 82
Devonshire Street, Boston, Massachusetts 02109.

(4) Based on a report on Schedule 13G filed on January 31, 2008. The address of Franklin Resources, Inc. is
One Franklin Parkway, San Mateo, California 94403.

(5) Based on areport on Schedule 13G/A filed on February 14, 2008. Shares of Class A common stock
beneficially owned by Marsico Capital Management, LLC, or MCM, are owned by various institutional and
individual investors for which MCM serves as investment adviser or sub-adviser with the power to direct
investments. MCM also retains sole voting power of certain of the shares. Although for purposes of certain
reporting requirements of the Securities Exchange Act of 1934 MCM may be deemed to be the beneficial
owner of these securities, MCM expressly disclaims that it is, in fact, the beneficial owner of the shares. The
address of MCM is 1200 17th Street, Suite 1600, Denver, Colorado 80202.

{(6) Based on a report on Schedule 13G filed on February 13, 2008. The address of Pequot Capital Management,
Inc. is 500 Nyala Farm Road, Westport, Connecticut 06880.

(7) Based on a report on Schedule 13G filed on February 13, 2008. The address of Renaissance Technologies
LLC is 800 Third Avenue, New York, New York 10022,

(8) Based on a report on Schedule 13G/A filed on February 13, 2008 and information supplementally provided

by T. Rowe Price Associates. Inc. Shares of Class B common stock beneficially owned by T. Rowe Price
Associates, Inc. {Price Associates) are owned by various individual and institutional investors including T.
Rowe Price Mid-Cap Growth Fund, Inc. (which owns 1,491,000 shares, representing 8.09% of the shares of
Class B common stock outstanding), which Price Associates serves as investment adviser with power to
direct investments and/or sole power to vote the securities. For purposes of the reporting requirements of the
Securities Exchange Act of 1934, Price Associates is deemed 10 be a beneficial owner of such securities;
however, Price Associates expressly disclaims that it is, in fact, the beneficial owner of such securities. The
address of Price Associates is 100 E. Pratt Street, Baltimore, Maryland 21202,
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(9) Based on a report on Schedule 13G/A filed on February 14, 2008. The address of Tremblant Capital Group
is 767 Fifth Avenue, New York, New York 10153.

(10) Based on a report on Schedule 13G filed on March 10, 2008. The address of Turner Investment Partners,
Inc. is 1205 Westlakes Drive, Suite 100, Berwyn, Pennsylvania 19312,

(11} Shares of Class A common stock beneficially owned by Mr. Ells include 55,000 shares of restricted stock
subject to forfeiture, which vest in equal amounts on February 20, 2009 and 2010, subject to Mr. Ells’s
continued employment on those dates. If the Chipotle Mexican Grill, Inc. Amended and Restated 2006
Stock Incentive Plan is approved as proposed in Proposal C, we expect that these shares of restricted stock
will be replaced with performance-contingent shares of restricted stock as further described on page 26.

(12) Shares of Class B common stock reflected as beneficially owned by Mr, Ells, Mr. Moran, Mr. Baldocchi
and Ms. Friedman are entitled to piggyback registration rights.

(13) Shares of Class A common stock beneficially owned by Mr. Hartung include 20,600 shares jointly owned
by Mr. Hartung and his spouse, and 20,000 shares of restricted stock subject to forfeiture, which vest in
equal amounts on February 20, 2009 and 2010 subject to Mr. Hartung’s continued employment on those
dates. If the Chipotle Mexican Gnil, Inc. Amended and Restated 2006 Stock Incentive Plan is approved as
proposed in Proposal C, we expect that the shares of restricied siock owned by Mr. Hartung will be replaced
with performance-contingent shares of restricted stock as further described on page 26. Shares of Class B
common stock beneficially owned by Mr. Hartung include 81 shares jointly owned by Mr. Hartung and his
spouse and 186 shares beneficially owned by his minor children. Mr. Hartung disclaims beneficial
ownership of the shares beneficially owned by his children.

(14) Shares of Class A common stock beneficially owned by Mr. Moran include 30,000 shares of restricted stock
subject to forfeiture, which vest in equal amounts on February 20, 2009 and 2010, subject to Mr. Moran's
continued employment on those dates, If the Chipotle Mexican Grill, Inc. Amended and Restated 2006
Stock Incentive Plan is approved as proposed in Proposal C, we expect that these shares of restricted stock
will be replaced with performance-contingent shares of restricted stock as further described on page 26.

{15) Shares of Class A common stock beneficially owned by Mr. Wilner include 15,000 shares of restricted stock
subject to forfeiture, which vest in equal amounts on February 20, 2009 and 2010 subject to Mr. Wilner’s
continued employment on those dates, If the Chipotle Mexican Grill, Inc. Amended and Restated 2006
Stock Incentive Plan is approved as proposed in Proposal C, we expect that these shares of restricted stock
will be replaced with performance-contingent shares of restricted stock as further described on page 26.

(16) Shares of Class A common stock beneficially owned by Mr. Jones include 5,333 vested options to purchase
shares of Class A common stock at an exercise price of $22.35 which expire July 14, 2010, and 4,545 shares
held by a revocable trust of which Mr. Jones is a co-trustee.

(17) Shares of Class B common stock beneficially owned by Mr. Baldocchi include 140,623 shares owned
jointly by Mr. Baldocchi and his spouse. The shares beneficially owned by Mr. Baldocchi are pledged as
collateral to secure a personal line of credit.

(18) Shares of Class B common stock beneficiatly owned by Ms. Friedman are held by a revocable trust of which
Ms. Friedman is a co-trustee.

(19} See Notes (11) through (18).




PROPOSAL A
ELECTION OF TWO DIRECTORS

Our Board of Directors has seven members divided into three classes. The initial term of office of our Class
11T directors will end at this year’s annual meeting of shareholders. The current term of office of our Class 1
directors will end at the annual meeting of shareholders in 2009 and the term of our Class II directors will end at
the annuval meeting in 2010. Each director serves a three year term and wili continue in office until a successor
has been elected and qualified, subject to the director’s earlier resignation, retirement or removal from office.

John Charlesworth and Monty Moran are currently serving as Class III directors and are the proposed
nominees for election as directors to serve for a three year term expiring at the 2011 annual meeting of
shareholders. Both of the nominees were nominated by the Board upon the recommendation of the Nominating
and Corporate Governance Committee, and have consented to serve if elected. If either nominee is unable to
serve or will not serve for any reason, the persons designated on the accompanying form of proxy will vote for
other candidates in accordance with their judgment. We are not aware of any reason why the nominees would not
be able to serve if ¢lected. .

The two nominees receiving a plurality of votes cast at the meeting will be elected as Class 1II directors.
Abstentions, withheld votes and broker non-votes will not be treated as a vote for or against any particular
director and will not affect the outcome of the election of directors.

The Board of Directors unanimously recommends a vote FOR the election of Messrs. Charlesworth and
Moran as Class 111 directors.

INFORMATION REGARDING THE BOARD OF DIRECTORS

Biographical Information

The following is biographical information about each of the two nominees and each current director. The
respective current terms of all directors expire on the dates set forth below or until their successors are elected
and have qualified.

Class 111 directors whose terms expire at the 2008

annual meeting and who are nominees for terms Director
expiring at the 2011 annual meeting of shareholders Principal Occupation Age Since
John S. Charlesworth . ..................... Mr. Charlesworth has served as a director of 61 1999

Chipotle since 1999. He is currently the sole
owner/member of Hunt Business Enterprises
LLLC and EZ Sireet LLC. Before retiring in
2000, Mr. Charlesworth worked for
McDonald’s for 26 years, most recently as
president of its midwestern division from
July 1997 1o December 2000. He holds a
Bachelor of Science degree in business,
majoring in economics, from Virginia
Polytechnic Institute.




Class 111 directors whose terms expire at the 2008
annual meeting and who are nominees for terms
expiring at the 2011 annual meeting of shareholders

Principal Occupation Age

Director
Since

Montgomery F. (Monty) Moran .............

Class I directors whose terms expire at the 2009
annual meeting

SteveElls ....... ... i

Patrick . Flynn .............. ... ... ..

Class II directors whose terms expire at the 2010
annual meeting of shareholders

Albert S. Baldocchi ... oLt

Mr. Moran is our President and Chief 41
Operating Officer. He was appointed as
President and COO in March 2005, and was
appointed to the Board of Directors in
December 2006, Mr. Moran previously served
as chief executive officer of the Denver law
firm Messner & Reeves, LLC, where he was
employed since 1996, and as general counsel
of Chipotle. Mr. Moran holds a Bachelor of
Arts degree in communications from the
University of Colorado and a law degree from
Pepperdine University.

Mr. Ells founded Chipotle in 1993. He is 42
Chief Executive Officer and was appointed
Chairman of the Board in 2005, and has
served as a director since 1996. Prior to
launching Chipotle, Mr. Ells worked for two
years at Stars restaurant in San Francisco. He
is a member of the board of directors of The
Land Institute. Mr. Ells graduated from the
University of Colorado with a Bachelor of
Arts degree in art history, and is also a 1990
Culinary Institute of America graduate.

Mr. Flynn has served on the Board of 65
Directors of Chipotle since 1998. He has been
retired since January 2, 2001. Prior to retiring,

Mr. Flynn spent 39 years at McDonald’s

where he held a variety of executive and
management positions, most recently as

Executive Vice President responsible for

strategic planning and acquisitions.

Mr. Baldocchi has served on the Board of 54
Directors of Chipotle since 1997, He has been
self-employed since 2000 as a financial

consultant and strategic advisor for a variety

of privately-held companies with a

specialization in multi-unit restaurant

companies. Mr. Baldocchi holds a Bachelor of
Science degree in chemical engineering from

the University of California at Berkeley and

an MBA from Stanford University.

2006

1996

1998

1997




Class Il directors whose terms expire at the 2010
annual meeting of shareholders

Neill W.Flanzraich . ... ....... ... ... ... .....

Darlene J. Friedman . .. ....................

r
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Principal Occupation Age
Mr. Flanzraich has been a private investor 64
since February 2006. From 1998 through its
sale in January 2006 to TEVA

Pharmaceuticals Industries, Ltd., he served as
Vice Chairman and President of IVAX
Corporation, an international pharmaceutical
company. From 1995 to 1998, Mr. Flanzraich
served as Chairman of the Life Sciences Legal
Practice Group of Heller Ehrman LLP, a law
firm, and from 1991 to 1995, Mr. Flanzraich
served as Senior Vice President and a member
of the Corporate Operating Committee of
Syntex Corporation, an international
pharmaceutical company, He is also a director
of Continucare Corporation (Amex:CNU),
Equity One Inc. (NYSE:EQY), Javelin
Pharmaceuticals, Inc. (Amex:JAV),
Neurochem Inc. (Nasdaq:NRMX), and RAE
Systems, Inc. (Amex:RAE). Mr. Flanzraich
received an A.B. from Harvard College (phi
beta kappa, magna cum laude) and a J.D. from
Harvard Law School {(magna cum laude).

Ms. Friedman has served on the Board of 65
Directors of Chipotle since 1995. Prior to
retiring in 1995, Ms. Friedman spent 19 years
at Syntex Corporation where she held a
variety of management positions, most
recently as Senior Vice President of Human
Resources. While at Syntex Corporation,

Ms. Friedman was a member of the corporate
executive committee and the management
committee. Ms. Friedman holds a Bachelor of
Arts in psychology from the University of
California at Berkeley and an MBA from the
University of Colorado.

Director
Since

2007

1995

The Board of Directors held four meetings in 2007. All directors attended at least 75% of the meetings of

the Board and of committees of which they were members during 2007. The Board has requested that each
member of the Board attend our annual shareholder meetings absent extenuating circumstances, and all directors

attended the 2007 annual meeting of shareholders.

A Majority of our Board Members are Independent

QOur Board of Directors, under direction of the Nominating and Corporate Governance Committee, reviews
the independence of our directors te determine whether any relationships, transactions or arrangements involving

any director or any family member or affiliate of a director may be deemed to compromise the director’s

independence from us, including under the independence standards contained in the rules of the New York Stock

Exchange. Based on that review, in March 2008 the Board determined that none of our directors have any

relationships, transactions or arrangements that would compromise their independence, except Messrs. Ells and
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Moran, who are each our employees. In particular, the Board determined that the registration rights granted to
Mr. Baldocchi and Ms. Friedman, as described below under “Certain Relationships and Related Party
Transactions,” do not constitute a material relationship that would create material conflicts of interest or
otherwise compromise the independence of Mr. Baldocchi or Ms. Friedman in attending to their duties as
directors. Accordingly, the Board concluded that each director other than Messrs. Ells and Moran qualifies as an
independent director.

Committees of the Board

Our Board of Directors has three standing committees: (1) the Audit Committee, {2) the Compensation
Committee, and (3) the Nominating and Corporate Governance Commitiee, each composed entirely of persons
the Board has determined to be independent. Each commitiee operates pursuant to a written charter adopted by
our Board of Directors which sets forth the committee’s role and responsibilities and provides for an annual
evaluation of its performance. The charters of all three standing committees are available on the Investors page of
our corporate website at www.chipotle.com under the Corporate Governance link, and will be provided to any
shareholder without charge upon the shareholder’s written request to our corporate Secretary.

Audit Committee

In accordance with its charter, the Audit Committee acts to (a) oversee the integrity of our financial
statements, system of internal controls, risk management and compliance with legal and regulatory requirements,
and (b) provide an open avenue of communication among our independent auditors, accountants, internal audit
and financial management. The committee’s responsibilities include review of the qualifications, independence
and performance of the independent auditors, who report directly to the Audit Committee. The committee retains,
determines the compensation of, evaluates, and when appropriate replaces our independent auditors and
pre-approves audit and permitted non-audit services provided by our independent auditors. The Audit Committee
has adopted the “Policy Relating to Pre-Approval of Audit and Permitted Non-Audit Services” under which audit
and non-audit services to be provided to us by our independent auditors are pre-approved. This policy is
summarized on page 33 of this proxy statement.

\

The Audit Committee is required to establish procedures to handle complaints received regarding our
accounting, internal controls or auditing matters. It is also required to ensure the confidentiality of employees
who have provided information or expressed concern regarding questionable accounting or auditing practices.
The Audit Committee may retain independent advisors at our expense that it considers necessary for the
completion of its duties.

The Audit Committee held nine meetings in 2007. The members of the Audit Committee are Messrs.
Baldocchi (Chairperson), Charlesworth and Flanzraich. Mr. Flanzraich was appointed to the Audit Committee in
September 2007 upon the resignation of Mr. Flynn from the commitiee. Our Board of Directors has determined
that all of the Audit Committee members meet the enhanced independence requirements required of audit
committee members by regulations of the SEC, and are financially literate as defined in the listing standards of
the NYSE. The Board has further determined that Mr. Baldocchi qualifies as an “Audit Committee Financial
Expert” as defined in SEC regulations.

No member of the Audit Committee served on more than three audit or similar committees of publicly held
companies, including Chipotle, in 2007. A report of the Audit Committee is found under the heading “Audit
Committee Report” on page 32.
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Compensation Commitiee

The Compensation Committee oversees our executive compensation policies and programs. In accordance
with its charter, the committee determines the compensation level of our Chairman and Chief Executive Officer
based on an evaluaticn of his performance against corporate goals and objectives approved by the commitiee, and
also approves the compensation level of our other executive officers following an evaluation of their
performance and recommendation by the Chief Executive Officer. The manner in which the committee makes
determinations as to the compensation of ocur executive officers is described in more detail below under
“Compensation Discussion and Analysis—Qverview of Executive Compensation Determinations.”

The Compensation Commitiee charter also grants the committee the authority to: review and make
recommendations to the Board with respect to the establishment of any new incentive compensation and equity-
based plans; review and approve the terms of written employment agreements and post-service arrangements for
executive officers; review our compensation programs generally to confirm that those plans provide reasonable
benefits to us; recommend compensation to be paid to our outside directors; review disclosures to be filed with
the SEC and distributed to our shareholders regarding executive compensation and recommend to the fulf Board
the filing of such disclosures; assist the Board with its functions relating to our compensation and benefits
programs generally; and other administrative matters with regard to our compensation programs and policies.
The committee may delegate any of its responsibilities to a subcommittee comprised of one or more members of
the committee, except where such delegation is not allowed by law.

The Compensation Committee has also been appointed by the full Board to administer our 2006 Stock
Incentive Plan, and makes awards under the plan as described below under “Compensation Discussion and
Analysis—Components of Compensation—Long-Term Incentives.” The commiltee delegates its authority under
the plan to our executive officers to make grants to non-executive officer level employees, within limitations
specified by the committee in its delegation of authority.

The Compensation Committee retains outside executive compensation consulting firms to provide the
committee with advice regarding compensation matters and to conduct an annual review of our executive
compensation programs. For purposes of making compensation decisions for 2007, the committee worked with
Hewitt Associates, LLC, In November 2007, the committee began to work with Compensation Strategies, Inc. on
executive compensation matters. Hewitt worked, and Compensation Strategies, continues to work, with our chief
administrative officer and other employees to provide us with advice on the design of our company-wide
compensation programs and policies and other matters relating to compensation, in addition to working with the
committee on executive compensation matters. A substantial majority of the fees we paid to Hewitt in 2007 were
in connection with the firm’s work with the committee on executive compensation, and all of the fees paid to
Compensation Strategies during 2007 were in connection with the firm’s work with the committee on executive
compensation. The commitiee ratified the terms of our engagement of Hewitt and directly engaged
Compensation Strategies, and considers each firm to have had sufficient independence from our company and
executive officers to allow the firms to offer objective advice.

The Compensation Committee held seven meetings in 2007 and acted by written consent one time. The
members of the cornmittee are Ms. Friedman (Chairperson) and Mr. Flynn. Our Board of Directors has
determined that each member of the Compensation Committee qualifies as a “Non-Employee Director” under
SEC Rulel6b-3 and as an “Qutside Director” under Section 162(m) of the Internal Revenue Code of 1986, as
amended. A report of the Compensation Committee is found under the heading “Compensation Discussion and
Analysis—Compensation Committee Report” on page 41.



Nominating and Corporate Governance Committee

The responsibilities of the Nominating and Corporate Governance Committee include recommending to the
Board improvements in our corporate governance principles, periodically (at least annually) reviewing the
adequacy of such principles, and recommending to the Board appropriate guidelines and criteria to determine the
qualifications to serve and continue to serve as a director. The Nominating and Corporate Governance
Committee identifies and reviews the qualifications of, and recommends to the Board, {i} individuals to be
nominated by the Board for election to the Board by our shareholders at each annual meeting, (ii) individuals to
be nominated and elected to fill any vacancy on the Board which occurs for any reason (including increasing the
size of the Board) and (iii) appointments to committees of the Board.

The committee periodically reviews the size, composition and organization of the Board and its committees
and recommends any policies, changes or other action it deems necessary or appropriate, including
recommendations to the Board regarding retirement age, resignation or removal of a director, independence
requirements, frequency of Board meetings and terms of directors. The committee also reviews the nomination
by our shareholders of candidates for election to the Board if such nominations are within the time limits and
meet other requirements established by our bylaws. The committee oversees the evaluation of the performance of
the Board and its committees and reviews and makes recommendations regarding succession plans for positions
held by executive officers.

The Nominating and Corporate Governance Committee held three meetings in 2007. The members of the
committee are Mr. Flynn (Chairperson) and Ms. Friedman.

Compensation of Directors

Directors who are also employees of Chipotle do not receive compensation for their services as directors.
Directors who are not employees of Chipotle receive an annual retainer of $80,000, of which 340,000 is paid in
cash and $40,000 is paid in shares of our Class A common stock based on the closing price of the stock on the
grant date, which is on the date of our annual shareholders meeting each year. Each director who is not an
employee of Chipotle also receives a $1,500 cash payment for each meeting of the Board of Directors he or she

attends and $1,000 for each meeting of a committee of the Board of Directors he or she attends ($500 in the case J—
of telephonic attendance at an in-person committee meeting). Annual cash retainers are paid to the chairperson of ==
each committee of the Board of Directors as follows: $20,000 for the Audit Committee Chairperson, $5,000 for
each of the Compensation Committee Chairperson and the Nominating and Corporate Governance Committee Q?;
Chairperson, and $3,000 for the chairperson of any other committee established by the Board of Directors.
Directors are also reimbursed for expenses incurred in connection with their service as directors, including travel 5
expenses for meetings. We have also adopted a requirement that each non-employee director is expected to own =
Chipotle common stock with a market value of at least $100,000 within four years of the director’s appoiniment §
or election to the Board. ;..

e

The compensation of each of our independent directors in 2007 is set forth below.

Fees earned or

Name paid in cush Stock awards (1) Total

Albert S.Baldocchi ............ .. . L. $75,000 $40,008 $115,008
JohnS.Charlesworth .. .......................... $55,000 $40,008 $ 95,008
Neil W.Flanzraich (2) .. .......over i $36,500 $32,006 $ 68,506
Patrick LFlynn ........ ... ... .. .cciiiiiininin.. . $67,500 $40,008 $107.508
Darlene J.Friedman .............ccviriunen.. .. $60,500 $40,008 $100,508

(1) Except as noted in Note 2, reflects a grant to each non-employee director of 480 shares of Class A common
stock on June 13, 2007, valued at a price per share of $83.35, the closing price of our Class A common stock
on the grant date.

(2) Mr, Flanzraich was appointed to our Board on March 135, 2007 and received prorated fees for 2007, |
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CORPORATE GOVERNANCE

Our Board of Directors has adopted a number of policies to support our values and provide for good
corporate governance, including our Corporate Governance Guidelines, which set forth our principles of
corporate governance; our Board committee charters; the Chipotle Mexican Grill Code of Conduct, which applies
to all Chipotle officers, directors and employees; and separate Codes of Ethics for our directors, our Chief
Executive Officer, our President and Chief Operating Officer, our Chief Financial Officer and our principal
accounting officer. The Corporate Governance Guidelines, Code of Conduct, and each of the Codes of Ethics are
available on the Investors page of our corporate website at www.chipotle.com under the Corporate Governance
link, and we will provide any of these documents in print to any shareholder who requests them by writing to our
corporate Secretary.

If we make any substantive amendment to, or grant a waiver from, a provision of the Code of Conduct or
our Codes of Ethics that apply to our executive officers or our principal accounting officer, we will satisfy the
applicable SEC disclosure requirement by promptly disctosing the nature of the amendment or waiver on the
Investers page of our website at www.chipotle.com.

Chairman of the Board

Mr. Ells, our founder and Chief Executive Officer, also serves as Chairman of the Board. The Chairman of
the Board presides at all meetings of the Board and exercises and performs such other powers and duties as may
be periodically assigned to him in that capacity by the Board or prescribed by our bylaws.

Lead Director

In December 2006, the Board appointed Mr. Baldocchi as the Lead Director. The Lead Director chairs
Board meetings during any sessions conducted as executive sessions without employee members of management
being present. The Lead Director also consults with the Chairman and Chief Executive Officer, the President and
Chief Operating Officer and the Chief Financial Officer on business issues and with the Nominating and
Corporate Governance Committee on Board management.

How to Contact the Board of Directors

Auny shareholder or other interested party may contact the Board of Directors, including the Lead Director or
the non-employee directors as a group, or any individual director or directors, by writing to the intended
recipient(s) in carc of Chipotle Mexican Grill, Inc., 1543 Wazee Street, Suite 200, Denver, CO 80202, Auention:
Corporate Secretary. Any communication to report potential issues regarding accounting, internal controls and
other auditing matters will be directed to the Audit Committee. The company’s corporate Secretary or general
counsel will review and sort communications before forwarding them to the addressee(s), although
communications that do not, in the opinion of the Secretary or our general counsel, deal with the functions of the
Board or a commiittee or do not otherwise warrant the attention of the addressees may not be forwarded,

Executive Sessions

Non-management directors met in executive session without management at the end of each regularly-
scheduled Board meeting during 2007. Mr. Baldocchi, as Lead Director, chaired the non-employee executive
sessions of the Board held during 2007. The Board expects to conduct an executive session limited to
non-employee Board members at each regularly-scheduled Board meeting during 2008, and independent
directors may schedule additional sessions in their discretion.

At regularly-scheduled meetings of the Audit Committee, Compensation Committee, and Nominating and
Corporate Governance Committee, executive sessions are held from time to time with onty the committee
members in attendance, or with only the committee members and their advisors present, to discuss any topics the
committee members deem necessary or appropriate.
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Director Nomination Process and Policies Relating to Evaluation of Shareholder-Recommended
Candidates

Mr. Charlesworth and Mr. Moran, the nominees for election as directors at this year’s annual meeting, were
recommended to the Board as nominees by the Nominating and Corporate Governance Committee.

The Nominating and Corporate Governance Committee manages the overall process of selecting candidates
to serve as directors, including the identification of director candidates who meet certain criteria set from time to
time by the committee and the consideration of director candidates nominated by shareholders in accordance
with our bylaws, including compliance with the deadlines described under “Shareholder Proposals and
Nominations for 2009 Annual Meeting—Bylaw Requirements for Shareholder Submission of Nominations and
Proposals.” The commitiee’s written charter requires that these criteria reflect ar a minimum any requirements of
applicable law and NYSE listing standards, a candidate’s strength of character, judgment and business
experience, as well as factors relating to the current composition and structure of the Board such as specific areas
of expertise and principles of diversity. The committee has no formal process for evaluating proposed nominees,
but generally the biographical summaries or resumes of potential candidates are reviewed by the committee, in
consultation with the Chairman of the Board and Chief Executive Officer (except in the case of a nomination of
the incumbent Chairman of the Board). In the course of this review, some candidates may be eliminated from
further consideration because of conflicts of interest, unavailability to attend Board or committee meetings or
other reasons. The members of the Nominating and Corporate Governance Committee then decide which of the
remaining candidates most closely match the committee’s criteria for the director position to be filled and are
therefore deserving of further consideration.

The committee discusses these candidates, decides which of them, if any, should be pursued, gathers
additional information if desired, and conducts interviews and decides whether to recommend one or more
candidates to the Board for nomination. The Board discusses the committee’s recommended candidates, decides
if any additional interviews or further background information is desirable and, if not, decides whether to
nominate one or more candidates. Those candidates selected as nominees are named in the proxy statement for
election by the shareholders at the annual meeting of shareholders (or, if between annual meetings, in the case of
a need to fill a vacancy, including a vacancy that results from an increase in the number of directors, the
nominees may be elected by the Board itself).

Policies and Procedures for- Review and Approval of Transactions with Related Persons

We recognize that transactions in which our executive officers, directors or principal shareholders, or family
members or other associates of our executive officers or direciors or principal shareholders, have an interest may
raise questions as to whether those transactions are consistent with the best interests of Chipotle and our
shareholders. Accordingly, our Board has adopted written policies and procedures requiring the Audit Committee
to approve in advance any transactions in which any person or entity in the categories named above has any
material interest, whether direct or indirect, unless the value of all such transactions in which a related party has
an interest during a year total less than $10,000. We refer to such transactions as “related person transactions.”
Current related person transactions to which we are a party are described on page 53.

A related person transaction will only be approved by the Audit Committee if the committee determines that
the related person transaction is beneficial to us and the terms of the related person transaction are fair to us. No
member of the Audit Committee may participate in the review, consideration or approval of any related person
transaction with respect to which such member or any of his or her immediate family members is the related
person,
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PROPOSAL B

APPROVAL OF THE CHIPOTLE MEXICAN GRILL, INC.
AMENDED AND RESTATED 2006 CASH INCENTIVE PLAN

Introduction

Effective January 25, 2006, in conjunction with our initial public offering and initial listing of our Class A
common stock on the New York Stock Exchange, McDonald’s Corporation, as our majority shareholder at the
time, approved the Chipotle Mexican Grill, Inc. 2006 Cash Incentive Plan (referred to in this section as the “Cash
Incentive Plan”) and our Board of Directors adopted the plan for our key employees.

We are asking that our shareholders approve the following amendments to the Stock Incentive Plan: (i) an
increase in the maximum awards payable to a participant under the plan for a performance period of one year
from $3.0 million to $5.0 million, and for a performance period of more than one year from $9.0 million to $15.0
million; (ii) expansion of the performance measures specified in the plan for purposes of qualifying
compensation payable under the plan as “performance-based” for purposes of Section 162(m) of the Internal
Revenue Code; and (iii) making other administrative amendments as reflected in Appendix A.

We are asking that our shareholders approve the Cash Incentive Plan, as proposed to be amended and
restated and including the performance goals stated therein, in order to preserve our federal income tax deduction
for incentive compensation paid to our executive officers based on the attainment of established performance
goals. We generally seek to preserve our ability to claim tax deductions for compensation paid to executives to
the greatest extent practicable.

Section 162(m) of the Internal Revenue Code generally does not allow a publicly-held company to obtain a
tax deduction for compensation of more than $1,000,000 paid in any fiscal year to certain employees unless such
compensation is considered “‘performance-based” in accordance with Section 162(m) and its implementing
regulations published by the Treasury Department, Cash bonuses and incentive payments wilt qualify as
performance-based compensation if:

* they are payable solely on account of the attainment of one or more objective performance goals;

» the performance goals are determined by a compensation committee comprised solely of outside
directors (as defined in the regulations under Section 162(m)) at a time when the achievement of the
goals is still substantiaily uncertain;

+ the material terms under which the bonuses are to be paid, including the nature of the performance
goals, are approved by shareholders; and

» the compensation committee certifies that the performance goals and other material terms have been
satisfied before the bonuses are paid.

We have structured the Cash Incentive Plan in a manner intended to comply with the requirements of
Section 162{m), and the Compensation Committee of our Board of Directors is comprised solely of outside
directors as defined in the regulations under Section 162(m). The Cash Incentive Plan, as proposed to be
amended and restated, is now being submitied to our sharehoiders for their approval so that we will be able to
qualify compensation paid to our executive officers under the Cash Incentive Plan as performance-based
compensation and deduct the entire amount of such performance-based compensation as an expense for federal
income tax purposes. A copy of the Cash Incentive Plan, as proposed to be amended and restated, is attached to
this proxy statement as Appendix A, and this discussion is qualified in its entirety by reference to the full text of
the plan.
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Description of the Cash Incentive Plan

The significant features of the Cash Incentive Plan are described below.

Administration

Our Compensation Committee administers the Cash Incentive Plan. The committee has the authority to
grant awards upon such terms, nol inconsistent with the terms of the Cash Incentive Plan, as it considers
appropriate. In addition, the committee has complete authority to interpret all provisions of the plan, to adopt,
amend, and rescind rules and regulations pertaining to the administration of the plan, to make all other
determinations necessary or advisable for the administration of the plan, and to reduce or eliminate, in its
discretion, the amount of any award otherwise payable under the plan.

Eligibility
All of our employees, who currently number approximately 20,000, are eligible to participate under the
Cash Incentive Plan. However, the committee determines which employees will be participants under the Cash

Incentive Plan, and typically only designates a small number of employees as participants in any particular year.
The criteria for participation may change in subsequent years.

Performance Measures

Partictpants will receive awards under the Cash Incentive Plan whose payout will be contingent upon the
degree of attainment of specified performance measures over the applicable performance period. The
performance goals upon which the payment or vesting of any cash award under the plan will relate to one or
more of the following performance measures: (i) revenue growth; (ii) operating income; (iii) operating cash flow;
(iv) net income; (v) earnings per share; {(vi) return on sales; (vii) return on assets; (viii) return on equity;

(ix) return on invested capital; (x) new store openings; and (xi) total shareholder return. We are proposing that
the amended and restated plan to be voted upon in this Proposal B include the following potential performance
measures: (i) revenue growth; (i) cash flow; (iii) cash flow from operations; (iv) net income; (v) earnings per
share, diluted or basic; (vi) earnings per share from continuing operations, diluted or basic; (vii) earnings before
interest and taxes; (viii) earnings before interest, taxes, depreciation, and amortization; (ix} earnings from
continuing operations; (x) net asset turnover; (i) inventory turnover; (xii) capital expenditures; (xiii) net income;
(xiv) income from operations; (xv) income before income taxes; (xvi) gross or operating margin,

(xvii) restaurant-level operating margin; (xviii) profit margin; (xix} assets; (xx) debt; (xxi) working capital,

{xxXii) return on equity; (xxiii) return on net assets; (xxiv) return on total assets; (xxv) return on capital;

{xxvi) return on investment; (XXvii) return on revenue; (Xxviii) net or gross revenue; (xxix) comparable restaurant

sales; (xxx) market share; (xxxi) new restaurant openings; (xxxii) economic value added; (xxxiii) cost of capital;
{(xxxiv) expense reduction levels; (xxxv) safety record; (xxxvi) stock price; (xxxvii) productivity;
(xxxviii) customer satisfaction; (xxxix) employee satisfaction; and (x1) total sharcholder return.

The calculation of any performance measure may exclude the impact of charges for extraordinary, unusual
or non-recurring items and the cumulative effects of accounting changes. Any performance measures may be
used to measure the performance of Chipotle, one or more of our subsidiaries, one or more of our business units,
or any combination thereof (although we currently have only one business unit). Any of the performance
measures may also be vsed to measure our performance as compared to the performance of a group of
comparator companies, or a published or special index that the committee, in its discretion, deems appropriate.

17




.',
fa

fw %L r ,Um',iﬁ

Performance Periods and Award Design

Performance periods under the Cash Incentive Plan may be equal to or longer than, but not less than, one of
our fiscal years and may be overlapping. Within 90 days after the beginning of a performance period, and in any
case before 25% of the performance period has elapsed, the Compensation Committee will establish
(i) performance goals and objectives for such performance period; (ii) target awards for each participant; and
(iii) performance schedules or other objective methods for determining the applicable performance percentage to
be applied to each such target award. The measurement of any performance measure(s) may exclude the impact
of charges for restructurings, discontinued operations, extraordinary items, and other unusual or non-recurring
items, and the cumulative effects of accounting changes, each as defined by generally accepled accounting
principles and as identified in our company’s audited financial statements, including the notes thereto. Any
performance measure(s) may be used to measure the performance of our company as a whole or any business
unit of our company or any combination thereof, as the commitiee may deem appropriate, or any of the above
performance measures as compared to the performance of a group of competitor companies, or a published or
special index that the commitiee, in its sole discretion, deems appropriate.

Payment of Awards

All awards under the Cash Incentive Plan for a performance period will be paid in cash following the end of
such performance period and the Compensation Committee’s certification of the degree to which applicable
performance measures were attained. The amount paid under the plan to any participant with respect to any
award for a performance period of one year will not exceed $3.0 million. Approval of the plan as proposed to be
amended and restated will result in this limitation increasing to $5.0 million, The amount paid under the plan to
any participant with respect to any award for a performance period of more than one year will not exceed
$9.0 million. Approval of the plan as proposed to be amended and restated will result in this limitation increasing
to $15.0 million. No participant will be eligible to earn awards for more than three performance periods that end
within any single fiscal year.

Termination of Employment

Except as otherwise provided below, no award for a performance period will be paid to a participant who is
not actively employed by us at the end of the performance period. If a participant’s employment ends during a
performance period, the committee has the discretion to approve payment to the participant, or his or her
beneficiaries, of a pro rata portion of the award payment the participant would have received but for the fact that
the participant’s employment ended.

Amendment and Termination

The Compensation Committee or Board of Directors may amend, suspend or terminate the Cash Incentive
Plan from time to time. An amendment will be subject to the approval of our shareholders only if such approval
is necessary to maintain the plan in compliance with Section 162(m) or other applicable laws and regulations.

Federal Income Tax Consequences

All cash payments made under the ptan are taxable to the participant when made. The plan has been
designed to comply with Section 162(m) such that, if the plan is approved by shareholders, all award payments
thereunder will qualify as performance-based compensation and, therefore, we will be entitled to claim a federal
income tax deduction for the full amount of any cash award paid under the plan.
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Awards Subject te Shareholder Approval and New Plan Benefits

On March 18, 2008, the Compensation Committee authorized awards under the Cash Incentive Plan to the
executive officers named below, and additional awards to non-officer employees, in each case subject to
achievement of a performance target set by the committee and subject to shareholder approval of the Cash
Incentive Plan, as proposed to be amended and restated, at the annual meeting.

Name and Position Maximum Award
Steve Ells, Chairman and CEQ . ... . ... . . .. . . i i $3,000,000
Montgomery F. Moran, Presidentand COO . ....... ...t $2,000,000
JohnR. Hartung, CFO ... ... ... s $ 900,000
Robert D. Wilner, CAOD ... e et i $ 600,000
Executive officersasagroup ....... ... i $7.500,000
Non-executive direclors asa group ...........ooveiiinannna . —
Non-executive officer employeesasagroup . .................... ... $ 600,000

The specific individuals who will be granted any additional awards under the amended and restated Cash
Incentive Plan will be determined by the committee, subject to limits on the maximum amounts that may be
awarded to any individual as described above. Accordingly, future awards to be received by or allocated to
particular individuals under the amended and restated Cash Incentive Plan, other than those set forth above, are
not presently determinable,

We maintain the Cash Incentive Pian as an “umbrella plan” under which we pay bonuses determined via our
broad-based Annual [ncentive Plan, or AlP, as described below under “Executive Compensation—Compensation
Discussion and Analysis—Annual Incentives,” Structuring the AIP bonuses as awards paid under the Cash
Incentive Plan allows us to ensure that we can deduct the amount of the payouts from our reported income under
Section 162(m). If the bonus amount determined under the AIP for our executive officers and other participants
in the Cash Incentive Plan is lower than the maximum bonus set under the Cash Incentive Plan, the
Compensation Committee has historically exercised discretion to pay the lower AIP bonus rather than the higher
bonuses authorized under the Cash Incentive Plan. Accordingly, actual payouts under the Cash Incentive Plan
will likely be less than the amounts reflected above under “Maximum Award.”

The Board of Directors unanimously recommends a vote FOR the approval of the Chipotle Mexican Grill,

Inc. Amended and Restated 2006 Cash Incentive Plan.
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PROPOSAL C

APPROVAL OF THE CHIPOTLE MEXICAN GRILL, INC.
AMENDED AND RESTATED 2006 STOCK INCENTIVE PLAN

Introduction

Effective January 25, 2000, in conjunction with our initial public offering and initial listing of our Class A
common stock on the New York Stock Exchange, McDonald’s Corporation, as our majority sharcholder at the
time, approved the Chipotle Mexican Grill, Inc. 2006 Stock Incentive Plan (referred to in this section as the
“Stock Incentive Plan™), and our Board of Directors adopted the plan for our key employees. The Stock Incentive
Plan as originally adopted authorized the issuance of awards under the pian representing up to 2,200,000 shares
of our Class A common stock.

We are asking that our shareholders approve the following amendments to the Stock Incentive Plan:

l.  An increase in the aggregate number of shares of Class A common stock available for issuance under
the plan from 2,200,000 to 4,450,000, of which approximately 2,788,000 shares would have been
available for grant as of March 31, 2008;

2. Clarification that “Fair Market Value” as defined in the plan means the closing price of the Class A
common stock on the date of determination;

3.  Removal of provisions that allowed us not to count shares underlying a cash-settled award or withheld
or tendered to us upon settlement of an award as being used under the plan, and that allowed us to add
to the plan shares that we repurchase with the proceeds of option exercises;

4. Anincrease in the number of shares that may be awarded to a single participant in any fiscal year under
the plan from 333,333 to 500,000;

5.  Addition of a limit on the number of shares that may be granted under the plan in the form of full-value
awards, such as restricted stock, restricted stock units or performance shares, to 1,400,000;

6.  Clarification that, where continued vesting or exercisability of awards granted under the plan is
conditioned on a participant’s continued employment with us, unless specifically provided to the
contrary in the agreement for a particular award under the plan, such condition will be satisfied if the
participant is either an employee or serves as a non-employee member of the Board of Directors;

7. Addition of a provision requiring that the base or exercise price of awards other than stock options be
at least equal to the fair market value of the underlying stock on the grant date, and limiting the term of
any such awards to 10 years (a limitation that is already in effect for stock options awarded under the
plan);

8. Expansion of the performance measures specified in the plan for purposes of qualifying compensation
payable under the plan as “performance-based” for purposes of Section 162(m);

9. Extending the date after which we will no longer make awards under the Stock Incentive Plan from
January 25, 2016 until May 21, 2018; and

10.  Making other administrative amendments as reflected in Appendix B.

We are also asking that shareholders approve the Stock Incentive Plan, as proposed to be amended and
restated and including the performance goals stated therein, in order to preserve our federal income tax deduction
for incentive compensation to our executive officers allocable to awards granted under the plan. As discussed in
Proposal B, we generally seek to preserve our ability to claim tax deductions for compensation paid to executives
to the greatest extent practicable.
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A copy of the Stock Incentive Plan, as proposed to be amended and restated, is attached to this proxy
statement as Appendix B, and this discussion is qualified in its entirety by reference to the full text of the plan.

Description of the Stock Incentive Plan

The significant features of the Stock Incentive Plan are described below.

The purpose of the Stock Incentive Plan is to promote our interests and the interests of our shareholders by
providing our employees and our non-employee directors, who collectively are responsible for the management,
growth and protection of our business, with incentives and rewards to encourage them to continue in our service.
The Stock Incentive Plan is designed to meet this purpose by providing these employees and eligible
non-employee directors with a proprietary interest in pursuing our long-term growth, profitability and financial
success.

Eligible Participants and Types of Awards

The Stock Incentive Plan provides for the grant of non-qualified and incentive stock options and other
stock-based awards to our employees and non-employee directors. Awards under the plan may be settled in cash
or in shares or other property pursuant to the terms of the relevant award. All of our employees, who currently
number approximately 20,000, are eligible to participate under the Stock Incentive Plan. However, the committee
determines which employees will be participants under the Stock Incentive Plan, and typically only designates a
small number of employees as participants in any particular year. The criteria for participation may change in
subsequent years.

Shares Available for Awards and Individual Award Limits

The Stock Incentive Plan originally authorized awards representing up to 2,200,000 shares of Class A
common stock. Of those shares, the maximum number of shares that may be covered by “incentive stock
options” within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended, may not exceed
2.200,000. The maximum number of shares that may be covered by awards granted under the plan to any single
participant in any calendar year is 333,333 shares. Approval of the plan as praposed to be amended and restated
will result in an increase in the maximum number of shares of Class A common stock issuable under the plan to
4,450,000 (of which approximately 2,788,000 shares would have been available for grant as of March 31, 2008),
an increase in the maximum number of shares that may be covered by incentive stock options to 2,700,000, and
an increase in the maximum number of shares that may be covered by awards granied under the plan to any
single participant in any calendar year to 500,000 shares.

Approval of the plan as proposed to be amended and restated will also result in the addition of a limitation
on the number of shares that may be covered by full-value awards such as restricted stock, restricted stock units,
and performance shares, to 1,400,000 shares.

Shares covered by awards will only be counted as used to the extent they are actually issued and delivered to
a participant (or a participant’s permitted transferees). Accordingly, if shares are issued subject to conditions
which may result in the forfeiture, cancellation or return of such shares to us, any portion of the shares forfeited,
cancelled or returned will be treated as not issued pursuant to the plan.

Shares covered by awards granted pursuant to the Stock Incentive Plan in connection with the assumption,
replacement, conversion or adjustment of outstanding equity-based awards in the context of a corporate
acquisition or merger will not count as used under the Stock Incentive Plan for these purposes.

The plan prohibits repricing of awards or substitution of awards for previously-granted awards unless such
repricing or substitution is approved by our shareholders, Approval of the plan as proposed to be amended and
restated will permit the substitution of awards denominated in full value shares in a manner that provides no
additional benefits to the participant.
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Administration

The Compensation Committee administers the Stock Incentive Plan, and from time to time designates those
persons who will be granted awards and the amount, type and other terms and conditions of such awards. As
administrator of the plan, the committee also has sole authority to interpret and construe any provision of the
Stock Incentive Plan and the terms of any award issued under it and to adopt such rules and regulations for
administering the plan as it deems necessary. Pursuant to this authority, on or after the date of grant of an award
under the plan, the committee may (i) accelerate the date on which any award becomes vested, exercisable or
transferable, as the case may be; (ii) extend the term of any award, including, without limitation, extending the
pericd following a termination of a participant’s employment during which any such award may remain
outstanding; (iii) waive any conditions to the vesting, exercisability or transferability, as the case may be, of any
award; or (iv) provide for the payment of dividends or dividend equivalents with respect to any award; provided
that the committee will not have any such authority to the extent that the grant of such authority would cause any
tax to become due under Section 409A of the Internal Revenue Code.

Under the Stock Incentive Plan, we expect to pay any amount payable with respect to an award in
accordance with the terms of such award, provided that the committee may, in its discretion, defer the payment
of amounts payable with respect to an award subject to and in accordance with the terms of any deferred
compensation plans we may adopt from time to time.

Significant Features of Awards under the Plan
Srock Options

Each option granted under the Stock Incentive Plan entitles the holder to purchase a specified number of
shares of Class A common stock. The exercise price of each option must be at least equal to 100% of the fair
market value of a share on the date on which the option is granted. Options may have terms up to ten years and
vesting periods as determined by the committee; options granted under the plan since its adoption have had seven
year terms and three year cliff vesting. Each option may be exercised in whole or in part; provided, however, that
no partial exercise of an option may be for an aggregate exercise price of less than an amount determined by the
committee from time to time. Each agreement evidencing the award of an option specifies the consequences with
respect to such option of the termination of the employment, service as a direcior or other relationship between
us and the participant. Unless otherwise specified in an award agreement for a particular option, unvested options
vest in full in the event of a participant’s termination without cause or resignation for good reason (as defined in
the plan) within two years following a change in control (as defined in the plan).

Other Stock-Based Awards

The committee may grant equity-based or equity-related awards other than options in such amounts and
subject to such terms and conditions as the committee determines, Each such award may, among other things,
(i) involve the transfer of actual shares of Class A common stock, either at the time of grant or thereafter, or
payment in cash or otherwise of amounts based on the value of shares of Class A common stock; (ii) be subject
to performance-based and/or service-based conditions; and (iii) be in the form of stock appreciation rights,
phantom stock, restricted stock, restricted stock units, performance shares, deferred share units, share-
denominated performance units or other full value stock awards. Unless otherwise specified in an award
agreement for a particular award, unvested awards vest in full in the event of a participant’s termination without
cause or resignation for good reason (as defined in the plan) within two years following a change in control (as
defined in the plan).

Approval of the plan as proposed to be amended and restated will result in the addition of provisions
requiring that, as with stock options issued under the plan, equity-based awards having a value determined by
reference to a base or exercise price must have a base or exercise price not less than 100% of the closing price of
the Class A common stock on the grant date, and providing that no equity based-award may have an expiration
date greater than ten years from the grant date.
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The committee has issued awards of stock options, stock appreciation rights, restricted stock and
performance shares under the plan, including the awards described below under “New Plan Benefits.”

Performance-Based Compensation

The committee may grant awards that are intended to qualify under the requirements of Section 162(m) of
the Internal Revenue Code as performance-based compensation. The performance goals upon which the payment
or vesting of any award that is intended to so qualify depends (other than any option or stock appreciation right,
which need not include performance goals to so qualify) may relate to one or more of the following performance
measures: (i) revenue growth; (i) operating income; (iii) operating cash flow; (iv) net income; (v} earnings per
share; (vi) return on sales; (vii) return on assets; {viii) return on equity; (ix) return on invested capital; (x) new
store openings; and (xi) total shareholder return. We are proposing that the amended and restated plan to be voted
upon in this Proposal C include the following potential performance measures: (i) revenue growth; (ii) cash flow;
(iii) cash flow from operations; (iv) net income; (v} earnings per share, diluted or basic; (vi) earnings per share
from continuing operations, diluted or basic; (vii) earnings before interest and taxes; (viii) earnings before
interest, taxes, depreciation, and amortization; (ix) earnings from continuing operations; (x) net assel turnover;
(xi) inventory turnover; (xii) capital expenditures; (xiii) net income; (xiv) income from operations; (xv) income
before income taxes; (Xvi) gross or operating margin; (xvii) restaurant-level operating margin; (xviii) profit
margin; (xix) assets; (xx) debt; (xxi) working capital; (xxii) return on equity; (xxiii) return on net assets;

{xxiv) return on total assets; (xxv) return on capital; (xxvi) return on investment; (Xxvii) return on revenue;
(xxviii) net or gross revenue; (xxix) comparable restaurant sales; (xxx) market share; (xxxi} new restaurant
openings; (xxxii) economic value added; (xxxiii) cost of capital; (xxxiv) expense reduction levels; (xxxv) safety
record; (xxxvi) stock price; (xxxvii) productivity; (xxxviii) customer satisfaction; (xxxix) employee satisfaction;
and (x1) total shareholder return.

Performance periods may be equal to or longer than, but not less than, one fiscal year of our company and
its subsidiaries and may be overlapping. Within 90 days after the beginning of a performance period. and in any
case before 25% of the performance period has elapsed, the committee may establish (i) performance goals and
objectives for such performance period; (ii} target awards for each participant; and {iii) performance schedules or
other objective methods for determining the applicable performance percentage to be applied to each such rarget
award.

The measurement of any performance measure(s) may exclude the impact of charges for restructurings,
discontinued operations, extraordinary items, and other unusual or non-recurring items, and the cumulative
effects of accounting changes, each as defined by generally accepted accounting principles and as identified in
our company’s audited financial statements, including the notes thereto. Any performance measure(s) may be
used to measure our performance as a whole or the performance of any of our business units or any combination
thereof, as the committee may deem appropriate, or any of the above performance measures as compared to the
performance of a group of competitor companies, or a published or special index that the committee. in its sole
discretion, deems appropriate.

General Plan Provisions

The Stock Incentive Plan provides for an adjustment in the number of shares available to be issued under the
plan, the number of shares subject to awards and the exercise prices of certain awards upon a change in our
capitalization, a stock dividend or split, a merger or combination of shares and certain other sirnilar events,

The Stock Incentive Plan also provides that participants may elect to satisty certain federal income tax

withholding requirements by remitting to us cash or, subject to certain conditions, shares or by instructing us to
withhold shares payable to the participant.
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Under the plan, options may not be sold, pledged, assigned, hypothecated, transferred, or disposed of in any
manner other than by will or by the laws of descent or distribution, except as permitted by the committee on a
general or specific basis.

Our Board of Directors may at any time suspend or discontinue the Stock Incentive Plan or revise or amend
it in any respect whatsoever, except that, to the extent any applicable law, regulation or rule of a stock exchange
requires shareholder approval for any revision or amendment 10 be effective, the revision or amendment will not
be effective without shareholder approval.

Assuming the Stock Incentive Plan as proposed to be amended and restated at the annual meeting is
approved by shareholders, we will not make any grants of awards under the Stock Incentive Plan following
May 21, 2018.

Tax Consequences of the Plan

The following summary sets forth the tax events generally expected for United States citizens under current
United States federal income tax laws in connection with awards under the Stock Incentive Plan.

Stock Options

A participant will realize no taxable income, and we will not be entitled to any related deduction, at the time
a stock option that does not qualify as an “incentive stock option” under the Internal Revenue Code is granted
under the Stock Incentive Plan. At the time of exercise of such a non-qualified stock option, the participant will
realize ordinary income, and we wili be entitled to a deduction, equal to the excess of the fair market value of the
stock on the date of exercise over the option price. Upon disposition of the shares, any additional gain or loss
realized by the recipient will be taxed as a capital gain or loss, long-term or short-term, based upon how long the
shares are held.

For stock options that qualify for treatment as “incentive stock options' under the Internal Revenue Code, a
participant will realize no taxable income, and we will not be entitled to any related deduction, at the time an
incentive stock option is granted, If certain statutory employment and holding period conditions are satisfied before
the participant disposes of shares acquired pursuant to the exercise of such an option, then no taxable income will
result upon the exercise of such option, and we will not be entitled to any deduction in connection with such
exercise, Upon disposition of the shares after expiration of the statutory holding periods, any gain or loss realized by
a participant will be a long-term capital gain or loss. We will not be entitled to a deduction with respect to a
disposition of the shares by a participant after the expiration of the statutory holding periods. Except in the event of
death, if shares acquired by a participant upen the exercise of an incentive stock option are disposed of by such
participant before the expiration of the statutory holding pericds, such participant will be considered to have realized
as compensation, taxable as ordinary income in the year of disposition, an amount, not exceeding the gain realized
on such disposition, equal to the difference between the exercise price and the fair market value of the shares on the
date of exercise of the option. We will be entitled to a deduction at the same time and in the same amount as the
participant is deemed to have realized ordinary income. Any gain realized on the disposition in excess of the amount
treated as compensation or any loss realized on the disposition will constitute capital gain or loss, respectively. Such
capital gain or loss will be long-term or short-term based upon how long the shares were held. The foregoing
discussion applies only for regular tax purposes. For alternative minimum tax purposes, an incentive stock option
will be treated as if it were a non-qualified stock option,

Stock Appreciation Rights; Performance Shares

Generally: (a) the participant will not realize income upon the grant of a stock appreciation right or
performance shares; (b) the participant will realize ordinary income, and we will be entitled to a corresponding
deduction, in the year cash or shares of common stock are delivered to the participant upon exercise of a stock
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appreciation right or in payment of the performance shares; and (c) the amount of such ordinary income and
deduction will be the amount of cash received plus the fair market value of the shares of common stock received
on the date of issuance. The federal income tax consequences of a disposition of unrestricted shares received by
the participant upon exercise of a stock appreciation right or in payment of a performance shares award are the
same as described below with respect to a disposition of unrestricted shares.

Restricted and Unrestricted Stock; Restricted Stock Units

Unless the participant files an election to be taxed under Section 83(b) of the Internal Revenue Code: (a) the
participant will not realize income upon the grant of restricted stock; (b) the recipient will realize ordinary
income, and we wili be entitted to a corresponding deduction (subject to the limitations of Section 162(m), as
described in Proposal B, for grants of restricted stock subject only to time-based vesting and not including any
performance conditions), when the restrictions have been removed or expire; and (c) the amount of such ordinary
income and deduction will be the fair market value of the restricted stock on the date the restrictions are removed
or expire. If the participant files an election to be taxed under Section 83(b), the tax consequences (o the recipient
will be determined as of the date of the grant of the restricted stock rather than as of the date of the removal or
expiration of the restrictions.

A participant will not realize income upon the grant of restricted stock units, but will realize ordinary
income, and we will be entitled to a corresponding deduction (subject to the limitations of Section 162(m), as
described in Proposal B, for grants of restricted stock subject only to time-based vesting and not including any
performance conditions), when the restricted stock units have vested and been settled in cash and/or shares of our
common stock. The amount of such ordinary income and deduction will be the amount of cash received plus the
fair market value of the shares of our common stock received on the date of issuance.

When the participant disposes of restricted or unrestricted stock, the difference between the amount received
upon such disposition and the fair market value of such shares on the date the recipient realizes ordinary income
will be treated as a capital gain or loss, long-term or short-term, based upon how long the shares are held.

Withholding

The Stock Incentive Plan permits us to withhold from awards an amount sufficient to cover any required
withholding taxes. In lieu of cash, the committee may permit a participant to cover withholding obligations
through a reduction in the number of shares to be delivered to such participant or by delivery of shares already
owned by the participant.

Awards Subject to Shareholder Approval and New Plan Benefits

On February 20, 2008, the Compensation Committee authorized awards under the Stock Incentive Plan to
the executive officers named below, and additional awards to non-officer employees, of stock-only stock
appreciation rights, or SOSARs, as well as performance shares subject to achievement of a performance target set
by the committee, in each case subject to shareholder approval of the amended and restated Stock Incentive Plan
at the annual meeting.

W Number of SOSARs  Number of Performance Shares
Steve Ells, Chairmanand CEQ ....... ... ... ... .. oot 90,500 41,600
Menigomery F. Moran, Presidentand COO ... ... ... ...... 66,000 30,400
John R.Hartung, CFO ........ ... ... .. ... . . it 31,700 15,000
Robert D. Wilner, CAO ... ... .. i, 15,000 7,500
Executive officers asa group . ........ooviniin e nnnann. 229,200 105,500

Non-executive directors asagroup ....................... — —
Non-executive officer employeesasagroup ................ — —_
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Additional awards of an aggregate of 103,400 SOSARs were made to non-executive officer employees
under the Stock Incentive Plan on February 20, 2008 as well. Those awards are not subject to approval of the
amended and restated Stock Incentive Plan at the annual meeting,.

If the amended and restated Stock Incentive Plan is approved at the annual meeting, the committee intends to
replace time-based restricted stock awards previously issued to the named executive officers in February 2007 with an
equal number of shares of performance-contingent restricted stock. The shares of performance-contingent restricted
stock wiil, if issued, qualify as performance-based compensation under Section 162(m), and therefore will allow us to
take a deduction for federal income tax purposes of the full amount of the compensation expense associated with these
awards. The outstanding shares of time-based restricted stock do not qualify as performance-based compensation,
potentially subjecting us to significant additional tax expense in the years in which the awards are scheduled to vest
(2009 and 2010). If the amended and restated Stock Incentive Plan is approved at the annual meeting we expect that
each named executive officer will receive a replacement grant of shares of restricted stock that will vest only upon our
attainment of a performance goal established by the committee (but not before the scheduled vesting dates of the
currently-outstanding awards). Mr. Elis would receive 55,000 shares of performance-contingent restricted stock in
substitution for the existing awards, Mr. Moran would receive 30,000 shares, Mr. Hartung would receive 20,000 shares
and Mr. Wilner would receive 15,000 shares. The replacement awards, which would provide no additional benefit to
the employees while potentially saving us a significant amount of tax expense, would be treated as modifications to the
original awards for accounting purposes.

The specific individuals who will be granted any additional awards under the amended and restated Stock
Incentive Plan will be determined by the committee, subject to limits on the maximum amounts that may be
awarded to any individual as described above. Accordingly, future awards to be received by or allocated to
particular individuals under the amended and restated Stock Incentive Plan, other than those set forth above, are
not presently determinable.

As of February 21, 2008, there were approximately 1.29 miilion stock options and SOSARs outstanding
with a weighted average exercise price of $51.62 and a weighted average remaining term of 5.6 years. There
were also approximately 229,000 shares of unvested restricted stock and performance shares outstanding, and
approximately 538,000 shares remaining for issuance under the Stock Incentive Plan.

The Board of Directors unanimously recommends a vote FOR the approval of the Chipotle Mexican Grill,
Inc. Amended and Restated 2006 Stock Incentive Plan.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following table presents information regarding options and rights cutstanding under our equity
compensation plans as of December 31, 2007. All options reflected are options to purchase Class A common
stock.

(©)
Number of Securities
(a) (b) Remaining Available for
Number of Securities to Weighted-Average Future Issuance Under
be Issued Upon Exercise Price of Equity Compensation Plans
Exercise of Qutstanding Qutstanding Options and {excluding secarities
Options and Rights Rights reflected in column (a))
Equity Compensation Plans Approved by
Security Holders:
Chipotle 2006 Incentive Plan . ... .. .. 960,282 $33.95 976,437
Chipotle Executive Stock Option
Plan ....... ... .ol 4,333 $17.49 —

Equity Compensation Plans Not
Approved by Security Holders:
None.
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PROPOSAL D

APPROVAL OF THE CHIPOTLE MEXICAN GRILL, INC.
EMPLOYEE STOCK PURCHASE PLAN

Introduction

QOur Board of Directors believes that it is advisable to provide our employees the opportunity to participate
in our growth, and to align the interests of our employees with those of our shareholders, by allowing employees
to acquire an equity interest in our company. One common way to allow employees to invest in their employer is
through a plan, such as the Employee Stock Purchase Plan (which we refer to in this section as the “Purchase
Plan"), allowing employees to purchase company stock on a periodic basis through payroll deductions, often at a
discount to the market price of the stock.

We have not made a final determination as to whether implementation of the Purchase Plan is appropriate,
and our Board of Directors has not authorized implementation of the Purchase Plan. Our shareholders are
requested in this Proposal D to approve the adoption of the Purchase Plan, which will allow us the flexibility to
implement the Purchase Plan in the future should we determine that it is appropriate to do so.

Description of the Purchase Plan

The material features of the Purchase Plan are outlined below. The Purchase Plan is intended to qualify as
an “employee stock purchase plan” under Section 423 of the Internal Revenue Code and the regulations
promulgated thereunder. The following description of the Purchase Plan is a summary only and is qualified in its
entirety by reference to the Purchase Plan attached hereto as Appendix C.

Administration

If the Purchase Plan is approved and we elect to implement the Purchase Plan, we expect that the Board of
Directors will appoint the Compensation Committee to administer the plan, to have the authority to interpret the
plan, to prescribe, amend and rescind rules and regulations relating to the plan, and to make all other
determinations necessary or advisable for administering the plan, which will be binding on all participants in the
plan.

Stock Subject to Purchase Plan

The number of shares of our Class A common stock reserved for issuance under the Purchase Plan, if
implemented, is limited to 500,000 shares. The maximum number of shares that a participant may purchase
during an exercise period is 500. No shares have yet been issued under the Purchase Plan.

Exercise Periods

Shares of our Class A common stock will be offered under the Purchase Plan through a series of exercise
periods initially of six months duration beginning on May 1 and November | of each calendar year. The exercise
date of each exercise period will be the last trading day of the exercise period. The committee will have the
authority to alter the duration of exercise periods. When an eligible employee elects to join an exercise period, he
or she will be granted a purchase right to acquire shares of our Class A common stock on the exercise date for
such exercise period. On the exercise date, ali payroll deductions collected from the participant will be
automatically applied to the purchase of our Class A common stock, subject to certain limitations. Any residual
funds remaining, after all whole shares are purchased for any given offering period, shall remain in the
Participant’s account, and be carried over to the next exercise period, unless the participant withdraws from
participation in the Purchase Plan or elects to withdraw his or her account balance.
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Eligibility

Any person who has been employed by us for more than one year (or by any of our subsidiary companies
designated by our Board) on the first day of an exercise period will be eligible to participate in that exercise
period under the Purchase Plan, provided that the Committee may provide, at least five days in advance of any
future exercise period, that the following employees may be excluded: (i) employees who have been employed
less than 2 years; (ii) employees who work less than 20 hours per week; (iii) employees who typically works less
than 5 months in a calendar year; and (iv) certain employees who are “highly compensated” (typically those
employees who earn in excess of $105,000 per year (as adjusted for inflation after 2008)).

However, no employee will be eligible to participate in the Purchase Plan if, immediately afier the grant of
purchase rights, the employee would own, directly or indirectly, stock possessing 5% or more of the total
combined voting power or value of all classes of our common stock (including any stock that such employee may
purchase under all outstanding purchase rights and options). In addition, ne employee will be granted an option
1o purchase common stock under the Purchase Plan to the extent that his or her rights to purchase common stock
under the Purchase Plan accrue at a rate which exceeds $25,000 of the fair market value of stock (determined at
the time such option is granted) for each calendar year in which such option is outstanding at any time (or such
lesser amount as is determined by the committee in its discretion).

As of March 31, 2008, approximately 8,200 of our employees were eligible to participate in the Purchase
Plan if the plan is approved at the annual meeting and we choose to implement it at that time.

Participation in the Plan

Eligible employees will enroll in the Purchase Plan by delivering to us, prior to the date selected by the
committee as the beginning of the offering period, an agreement authorizing payroll deductions of up to 15% of
such employees’ compensation during the exercise period.

Purchase Price

The purchase price per share at which shares of our Class A common stock will be sold on the exercise date
of each exercise period will initially be 95% of the fair market value per common share on the exercise date. The
committee may change the purchase price at Jeast 15 days in advance of any subsequent exercise period, but in
no event will the purchase price be less than 85% of the fair market value per share of our common stock on that
exercise date. As of March 31, 2008 the closing price of our Class A common stock as reported on the NYSE
was $113.43 per share.

Payment of Purchase Price; Payroll Deductions

The purchase price of the shares will be funded by payroll deductions accumulated over the exercise period.
During an exercise period, a participant may change his or her rate of payroll deductions not more than twice
during any exercise period. All payroll deductions made for a participant will be credited to his or her account
under the Purchase Plan and deposited with our general funds.

Restrictions on Transfer of Purchase Rights and Purchased Shares

Purchase rights granted under the Purchase Plan will not be transferable and may be exercised only by the
person to whom such right is granted.

The committee may provide, in its discretion, that if a participant purchases any shares on a exercise date for
an exercise period, the shares will not initially be vested and shall vest upon such participant remaining employed
by the Company for a period of time to be determined by the Committee, to the extent that such restrictions do
not prevent the Purchase Plan from qualifying as an “employee stock purchase plan” under Section 423 of the
Internal Revenue Code.
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Purchase of Stock

By executing an agreement to participate in the Purchase Plan, an employee will be entitled to purchase
shares on the exercise date for each exercise period using the amounts accumulated from such participant’s
payroll deductions for that particular exercise period.

Withdrawal

Participants may withdraw from a given exercise period by delivering a notice of withdrawal and
terminating their payroll deductions. Such withdrawal may occur at any time prior to the end of an exercise
period. Upon such withdrawal, we will refund accumulated payroll deductions without interest to the employee,
and such employee’s right to participate in that offering will terminate. An employee who has withdrawn from
the Purchase Plan shall not again be eligible to participate in the Purchase Plan prior to the beginning of the
exercise period that commences at least 12 months from the date of withdrawal and the employee must submit a
new enrollment agreement in order to again become a participant as of that date.

Termination of Employment

Purchase rights granted pursuant to any offering under the Purchase Plan will terminate immediately upon
cessation of employment for any reason, and we will refund all accumulated payroll deductions to the terminated
employee without interest.

Changes in Capitalization

In the event that there is any change to our outstanding common stock (whether by reason of
reorganizations, restructurings, recapitalizations, reclassifications, stock splits, reverse stock splits, stock
dividends or the like), appropriate adjustments will be made vpon authorization of the committee in the number
and/or kind of shares, and the per-share option price thereof, which may be issued in the aggregate and to any
participant upon exercise of options granted under the Purchase Plan.

Effect of Certain Corporate Transactions

In the event of a proposed sale of all or substantially all of our assets, or the merger of the Company with or
into another corporation, each option under the Purchase Plan shall be assumned or an equivalent option shali be
substituted by such successor corporation or a parent or subsidiary of such successor corporation, unless the
committee determines, in the exercise of its sole discretion and in lieu of such assumption or substitution, to
shorten the exercise peried then in progress by setting a new exercise date.

Termination and Amendment

The committee may terminate the Purchase Plan at any time. The committee may also amend the Purchase
Plan at any time. We will get shareholder approval of any amendment if and to the extent required under
Section 423 of the Internal Revenue Code, the Securities Exchange Act of 1934, or any other applicable law,
regulation, or listing requirement.

Except as provided in the Purchase Plan, purchase rights granted before amendment or termination of the
Purchase Plan will not be altered or impaired by any amendment or termination of the Purchase Plan without the
consent of the employee to whom such purchase rights were granted.

Federal Income Tax Information

The following is a summary of the principal United States federal income taxation consequences to
employees and us with respect to participation in the Purchase Plan. This summary is not intended to be
exhaustive and does not discuss the income tax laws of any city, state or foreign jurisdiction in which a
participant may reside.
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The Purchase Plan is intended to qualify as an “employee stock purchase plan” within the meaning of
Section 423. Under such an arrangement, a participant will be taxed on amounts withheld for the purchase of
shares of our common stock as if such amounts were paid directly to the participants. However, no taxable
income will be recognized by a participant, and no deductions will be allowable to us upon either the grant or
exercise of purchase rights, Taxable income will not be recognized until there is a sale or other disposition of the
shares acquired under the Purchase Plan or in the event the participant should die while still owning the
purchased shares.

If a participant sells or otherwise disposes of the purchased shares within two years after the beginning of
the exercise period in which such shares were acquired or within one year after the actual purchase date of those
shares on the exercise date, then the participant will recognize ordinary income in the year of sale or disposition
equal to the amount by which the fair market value of the shares on the exercise date exceeded the purchase price
paid for those shares, and we will be entitled to an income tax deduction for the taxable year in which such
disposition occurs, equal in amount to such excess, The participant will also recognize a capital gain to the extent
the amount realized upon the sale of the shares exceeds the sum of the aggregate purchase price for those shares
and the ordinary income recognized in connection with their acquisition.

If the participant sells or disposes of the purchased shares more than two years after the beginning of the
exercise period in which such shares were acquired and more than one year after the actual purchase date of those
shares on the exercise date, the participant will recognize ordinary income in the year of sale or disposition equal
to the lesser of (i) the excess of the fair market value of the purchased shares at the time of disposition over the
purchase price paid on the exercise date, or (ii) the excess of the fair market value of the purchased share on the
first day of the exercise period over the purchase price for the purchased shares paid on the exercise date. Any
additional gain upon the disposition will be taxed as a long-term capital gain. We will not be entitled to an
income tax deduction with respect to such disposition.

If the participant still owns the purchased shares at the time of death, the lesser of (1) the excess of the fair
market value of the purchased shares at date of death over the purchase price paid on the exercise date, or (ii) the
excess of the fair market value of the purchased share on the first day of the exercise period over the purchase
price paid on the exercise date. will constitute ordinary income in the year of death.

The Board of Directors unanimously recommends a vote FOR the approval of the Employee Stock
Purchase Plan.
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PROPOSALE
SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has engaged Ernst & Young LLP as independent auditors to audit our consolidated
financial statements for the year ending December 31, 2008 and to perform other permissible, pre-approved
services. The committee has adopted a policy which sets out procedures that the committee must follow when
retaining the independent auditor to perform audit, review and attest engagements and any engagements for
permitted non-audit services. This policy is summarized below under “Policy for Pre-Approval of Audit and
Permitted Non-Audit Services” and will be reviewed by the Audit Committee periodically, but no less frequently
than annually, for purposes of assuring continuing compliance with applicable law.

Ernst & Young LLP has served as our independent auditors since 1997. Representatives of Ernst & Young
LLP are expected to be present at the annual meeting and will have an opportunity to make a statement if they
desire to do so, and are expected to be available to respond to appropriate questions.

INDEPENDENT AUDITORS’ FEE

The aggregate fees and related reimbursable expenses for professional services provided by Ernst & Young
LLP for the fiscal years ended December 31, 2007 and 2006 are:

Fees for Services 2007 2006
AuditFees (1) ... . $537.811 $700,481
Audit-Related Fees (2) . ... v 2,000 2,000
Tax Fees ... i i i e e e — —
AllOther Fees . ... i s et ae e — —
Total Fees oottt e e e $539.811  $708,481

{1} Includes fees and expenses related to the fiscal year audit and interim reviews, notwithstanding when the
fees and expenses were billed or when the services were rendered. Audit fees also include fees and expenses
related to SEC filings, comfort letters, consents, comment letters and accounting consultations.

(2) Includes fees for a subscription to an Ernst & Young online service used for accounting research purposes.

The Board of Directors unanimously recommends a vote FOR the ratification of the selection of Ernst &
Young LLP as our independent registered public accounting firm.
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AUDIT COMMITTEE REPORT

With regard to the fiscal year ended December 31, 2007, the Audit Committee (i) reviewed and discussed
with management our audited consolidated financial statements as of December 31, 2007 and for the year then
ended; (ii) discussed with Ernst & Young LLP, the independent auditors, the matiers required by the Statement
on Auditing Standards No. 61, Communication with Audit Committees, as amended, as adopted by the Public
Company Accounting Oversight Board, or PCAOB, in Rule 3200T; (iii) received the written disclosures and the
letter from the independent auditors required by Independence Standards Board Standard No. 1, Independence
Discussions with Audit Committees, as adopted by the PCAOB in Rule 3600T; and (iv) discussed with Emst &
Young LLP their independence.

Based on the review and discussions described above, the Audit Committee recommended to our Board of
Directors that our audited financial statements be included in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2007 for filing with the SEC.

The Audit Committee:

Albert S. Baldocchi, Chairperson
Neil W. Flanzraich
John S. Charlesworth
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POLICY FOR PRE-APPROVAL OF AUDIT AND PERMITTED NON-AUDIT SERVICES

The Board of Directors has adopted a policy for the pre-approval of all audit and permitted non-audit
services proposed to be provided to Chipotle by its independent auditors. This policy provides that the Audit
Committee must pre-approve all audit, review and attest engagements and may do so on a case-by-case basis or
on a class basis if the relevant services are predictable and recurring. Any internal control-related service may not
be approved on a class basis, but must be individvally pre-approved by the Audit Committee. The pelicy
prohibits the provision of any services that the auditor is prohibited from providing under applicable iaw or the
standards of the PCAOB.

Pre-approvals on a class basis for specified predictable and recurring services are granted annually at or
about the start of each fiscal year. In considering all pre-approvals, the Audit Committee may take into account
whether the level of non-audit services, even if permissible under applicable law, is appropriate in light of the
independence of the auditor. The Audit Committee reviews the scope of services to be provided within each class
of services and imposes fee limitations and budgetary guidelines in appropriate cases.

The Audit Committee may pre-approve a class of services for the entire fiscal year. Pre-approval on an
individual service basis may be given or effective only up to six months prior to commencement of the services.

The Audit Committee periodically reviews a schedule of fees paid and payable to the independent auditor
by type of covered service being performed or expected to be provided. Our Chief Financial Officer also reports
periodically to the Audit Committee any non-compliance with this policy of which he becomes aware. The Audit
Committee may delegate pre-approval authority for individual services or a class of services to any one of its
members, provided that delegation is not allowed in the case of a class of services where the aggregate estimated
fees for all future and current periods would exceed $500,000. Any class of services projected to exceed this limit
or individual service that would cause the limit to be exceeded must be pre-approved by the full Aundit
Committee. The individual member of the Audit Committee to whom pre-approval authorization is delegated
reports the grant of any pre-approval by the individual member at the next scheduled meeting of the Audit
Committee.
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EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis describes the objectives and principles underlying our
executive compensation programs, outlines the material elements of the compensation of our executive officers
and explains the manner in which the Compensation Committee determines the actual compensation of our
executive officers. [n addition, this Compensation Discussion and Analysis is intended to put into perspective the
tables and related narratives which follow it regarding the compensation of our executive officers.

Compensation Philosophy and Objectives

Our philosophy with regard to the compensation of our employees, including our executive officers, is to
reinforee the importance of performance and accountability at the corporate, regional and individual levels. We
strive to provide our employees with meaningful rewards while maintaining alignment with shareholder interests,
corporate values, und importanl management initiatives. In setting and overseeing the compensation of our
execulive officers. the Compensation Committee believes our compensation philosophy to be best effectuated by
designing compensation programs and policies to achieve the following specific objectives:

» Attracting, motivating, and retaining highly capable executives who are vital to our short- and long-
term success, profitability, and growth;

* Aligning the interests of our executives and shareholders by rewarding executives for the achievement
of strategic and other goals that we believe will enhance shareholder value; and

+ Differentiating executive rewards based on actual performance.

The committee believes that these objectives are most effectively advanced when a significant portion of
each executive officer’s overall compensation is in the form of at-risk elements such as incentive bonuses and
long-term incentive-based compensation, which should be structured to more closely align compensation with
actual performance and shareholder interests.

The committee’s philosophy with regard to the measurement of company performance for purposes of
making executive compensation decisions is that performance should be measured versus market performance, in
addition to internal goals set by management and the Board of Directors. The committee generally determines
“market performance” for these purposes by reference to public companies operating in our industry, excluding
companies with substantially greater or lesser annual revenues than we have. The committee also refers to
executive compensation practices at this group of companies in determining market levels of pay for a particular
executive officer. See “Overview of Executive Compensation Determinations — 2007 Market Data” and - 2008
Market Data” below,

Overview of Executive Compensation Determinations

In setting compensation for our executive officers, the committee reviews tally sheet information reflecting
the cash and equity-based compensation paid to each executive officer in each year since the officer started work
with us (or since 1998 in the case of our Chief Executive Officer), as well as the accumulated value of all cash
and equity-based compensation awarded to each executive officer. The committee also conducts discussions with
our Chief Executive Officer regarding the performance of our other executive officers, and meets in executive
sessions to discuss the performance of the Chief Executive Officer. Those discussions, together with the
committee’s review of each executive officer’s historical compensation and accumulated long-term incentive
pay, allow the committee to make compensation decisions in light of each executive officer’s achievement and
other circumstances.

To supplement its review of each executive officer’s performance and historical compensation, the
committee also refers to market data on executive compensation. From this data, the committee determines what
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it believes to be competitive market practice with regard to executive compensation, and sets individual
compensation levels by reference to its assessment of competitive market compensation, together with historical
compensation levels, individual performance and other factors.

2007 Market Data

To assist the committee in making compensation decisions for 2007, our management team obtained
compensation-related market data from a number of broad-based survey sources that included information from a
wide range of companies in a similar size range (measured by revenues) as us. From the data assembled from
these survey sources, Hewitt provided the committee with indicative benchmarking of various elements of
executive compensation, using regression analysis to adjust survey data to account for differences in company
S1Z€.

The committee also selected, based on input from Hewitt and our executive officers, a custom peer group
comprised of a mix of 22 high-growth and successfully branded publicly-traded companies that the committee
believed we compete with on a national and local scale for sales, executive talent or both. The custom peer group
had median annual revenues in fiscal 2005 of $1.2 billion and a median market capitalization as of November 30,
2006 of $2.2 billion, and was comprised of the following companies: Aeropostale, Inc., Brinker International,
Inc., CBRL Group, Inc., The Cheesecake Factory Incorporated, Chico’s FAS, Inc., Coldwater Creek Inc., Darden
Restaurants, Inc., J. Crew Group, [nc., Jack In The Box Inc., Nordstrom, Inc., OSI Restaurant Partners, Inc., P.F.
Chang’s China Bistro, Inc., Panera Bread Company, RARE Hospitality International, Inc., Red Robin Gourmet
Burgers, Inc., Ruby Tuesday, Inc., Sonic Corp., Starbucks Corporation, Triarc Companies Inc., Urban Qutfitters,
Inc., Vail Resorts, Inc., and Whole Foods Market, Inc.

2008 Market Data

In December 2007, the committee determined to make compensation decisions by reference (among other
things) 10 a peer group comprised exclusively of companies in the restaurant industry, rather than the custom peer
group described above. Because our management team, as well as the investment community, generally assess
our performance by reference to other companies in our industry, the committee believed that setting
compensation by reference to that same group would allow for the most meaningful comparisons of our actual
performance against our peers, and therefore would enable the committee to best structure compensation
packages for our executive officers in a manner rewarding superior operating performance and the creation of
shareholder value.

The restaurant peer group is comprised of all publicly-traded companies in the Global Industry
Classification Standard restaurant industry with annual revenues greater than $600 million, excluding
McDonald’s Corporation due to its substantially greater size. In making 2008 compensation decisions the
committee made its determinations regarding competitive market practice by reference to this peer group rather
than the custom peer group described above, and we expect that the committee will continue to use data from this
peer group in making compensation decisions for future years, subject to changes as our size and the size of the
component companies in this peer group change. The companies included in this peer group are as follows:
Brinker International. Inc., Burger King Holdings Inc., Carrols Restaurant Group, Inc., CBRL Group, Inc.,
Centerplate Inc., The Cheesecake Factory Incorporated, CKE Restaurants, Inc., Darden Restaurants, Inc.,
Denny’s Corp., Domino’s Pizza Inc., Evans Bob Farms Inc., Jack In The Box Inc., Landry’s Restaurants, Inc.,
O’Charley’s Inc., P.F. Chang’s China Bistro, Inc., Panera Bread Company, Papa Johns International Inc., RARE
Hospitality International, Inc., Red Robin Gourmet Burgers, Inc., Ruby Tuesday, Inc., Sonic Corp., Starbucks
Corporation, Steak N Shake Co., Texas Roadhouse Inc., Tim Horton’s Inc., Triarc Companies Inc., Wendy's
International Inc., and YUM Brands Inc.

The committee also continues to refer to compensation-related market data from broad-based survey sources
that include information from a wide range of companies. The broad-based survey data is compiled by
Compensation Strategies, the committee’s independent executive compensation consultant.
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Components of Compensation

The committee believes that by including in each executive officer’s compensation package incentive-based
cash bonuses tied to individual performance and our financial and operating performance, as well as equity-based
compensation in the form of stock options or other types of awards, where the reward to the executive is based on
appreciation in the price of cur common stock, it can reward achievement of our corporate goals and the creation
of shareholder value. Accordingly, the elements of our executive compensation are base salary, annual
incentives, long-term incentives, and certain benefits and perquisites. The committee seeks to allocate
compensation among these various components for each executive officer to emphasize pay-at-risk elements,
consistent with market practice, in order to promote our pay-for-performance philosophy.

Base Salaries

We pay a base salary to compensate our executive officers for services rendered during the year. We do not
have written employment agreements with any of our executive officers providing for any particular level of base
salary. Rather, the committee reviews the base salary of each executive officer at least annually and adjusts
salary levels as the committee deems necessary or appropriate. Base salaries are typically adjusted during the
first quarter of each year. Base salaries are administered in a range around the 50% percentile of the market, while
also taking into account an individual’s performance, experience, development, and internal equity issues. For
example, this range could extend from the 25% percentile and below for executive officers newer to their role, in
a developmental period, or not meeting expectations, to the 90t percentile or higher for truly exceptional world
class performers in critical roles who consistently exceed expectations.

In setting base salaries for our executive officers for 2007 the commitiee referred to the general survey data
and data from the custom peer group described above. The committee increased base salaries for 2007 to reward
the executive officers for very strong performance during 2006, as well as to adjust salaries to make them more
consistent with competitive market practice. Base salaries were set by reference to the middle quartiles of the
competitive market data, although the committee made adjustments to particular salary levels in consideration of
the comparability of the roles of some of our executive officers to the roles generally represented by the market
information, and in consideration of each executive officer’s individual performance. Comparison to market
practice as determined by reference to the general survey data and the 2007 custom peer group resulted in
considerable increases in base salaries, due to our becoming an independent public company and our significant
growth. The committee set Mr. Ells’s 2007 base salary at $600,000, Mr. Moran's 2007 base salary at $450,000,
Mr. Hartung’s 2007 base salary at $350,000, and Mr. Wilner's 2007 base salary at $285,000.

To set base salary levels for 2008, the committee compared 2006 and 2007 base salary levels and total
compensation for each executive officer to the retail restaurant peer group. The commitiee also considered the
contribution level of each officer and each officer’s effectiveness in his role. As a result of our outstanding
performance against our internal operating plan and as compared to the retail restaurant peer group, and
additionaily based on the committee’s determinations as to each officer’s performance and our significant
growth, the committee decided to increase each executive’s base salary. The committee set Mr. Ells’s 2008 base
salary at $1,000.000, Mr. Moran’s at $600,000, Mr. Hartung’s at $425,000, and Mr. Wilner’s at $325,000.

Annual Incentives

We have designed, and the commitlee oversees, an annual performance-based bonus program for all of our
full-time regional and corporate employees, including our executive officers. We call this program our “Annual
Incentive Plan,” or “AlP.” Bonuses under the AIP are based on the achievement of pre-established performance
measures thal the committee determines to be relevant to driving the success of our operations and financial
performance, thereby increasing shareholder value.

Early in each fiscal year, we set a target AIP bonus for each eligible employee. The target AIP bonuses are
set by the committee by reference to competitive market practice, consistent with our overall compensation
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policies and philosophy and with each executive officer’s individual role. Target AIP bonuses, as a percent of
each executive officer’s base salary, are set in a range around the 50% percentile of the market when performance
is at the 50+ percentile. Individual targeted amounts can also be increased or decreased based on individual
considerations such as level of responsibility, experience and internal equity issues. Payouts are intended to be
above the 50% percentile when our performance exceeds the 50% percentile of the market or when individual
performance exceeds expectations, and below the 50% percentile when our performance is below the 50
percentile of the market or when individual performance does not meet expectations. Following completion of
our year-end financial statements and each executive officer’s annual performance evaluation, actual bonuses are
determined by applying, to each executive officer’s target bonus, a formula that increases or decreases the payout
amount based on performance against a number of measures on which AIP bonuses are based.

Method of Determining AIP Payouts

The formula to determine payouts under the AIP consists of a company performance factor, a team
performance factor, and an individual performance factor, each stated as a percentage by which an executive
officer’s target payout amount will be adjusted to determine actual cash bonuses. Each of the company, team and
individual performance factors could be adjusted downward to zero based on company, team ot individual
performance, which could result in no AIP bonuses being paid or an individual’s AIP bonus being significantly
reduced. This ensures that ATP bonuses are not paid if our performance falls far short of our expectations, and
that employees not contributing to our success are not rewarded unfairly.

We include the company performance factor in the calculation to reward participating employees when our
company performs well, which we believe focuses employees on improving corporate performance and aligns
the interests of our employees with those of our shareholders. We include the team performance factor to
promote teamwork and to provide rewards based on the areas of the company in which a participant can make the
most impact. We include the individual performance factor to emphasize individual performance and
accountability, Each of these components can reduce award levels when we, one of our “team” units, or an
employee participating in the AIP don’t perform well, which further promotes accountability. We believe that as
a whole, this structure results in the AIP rewarding our top performers, consistent with our goal of building
shareholder value.

To determine the company and team performance factors for each year, at the beginning of the year the
committee sets a targeted performance level for a number of financial or operating measures (on a company-wide
basis for the company performance factor and for each of our operating regions for the team performance factor),
and identifies key initiatives for improving our company during the year. The AIP formulas are structured so that
achievement of the targeted financial and operating measures and achievement as determined by the committee
of the key initiatives would result in company and team performance factors that would resuli in payout at the
targeted bonus levels. Achievement above or below the targeted financial and operating measures. and over- or
under-achievement of the key initiatives as determined by the committee, would result in company and team
performance factors that would increase or decrease the executive officer’s target bonus based on a scale for each
measure set by the committee at the beginning of the year. The company and team performance factors are
determined after the conclusion of the year by referencing actual company and regional performance on each of
the relevant financial and operating measures, and on the key initiatives, to the scales set by the committee. The
team performance factor for corporate-level employees is the average of the regional team performance factors,
subject to adjustment based on other variables considered by the committee relating to our corporate employees.

The individual performance factor is a function of the individual employee’s performance rating for the
year. The precise individual performance factor is set following completion of the employee’s performance
review, within a range of percentages associated with the employee’s performance rating. The commitlee
evaluates the Chief Executive Officer’s performance, and approves individual performance factors for each other
executive officer after considering recommendations from the Chief Executive Officer, in each case based on
goals and objectives approved for the AIP in the first quarter of each fiscal year.
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The committee also sets maximums each year for the company, team and individual performance factors.
The committee may, in its discretion, autherize a deviation from the parameters set for any particular
performance factor in order to account for exceptional circumstances and ensure that AIP bonuses further the
objectives of our compensation programs.

The calculations used to determine 2007 AIP bonuses are described below under “Grants of Plan Based
Awards.”’

Long-Term Incentives

We use long-term incentives as determined by the committee to be appropriate to motivate and reward our
executive officers for superior levels of performance, to align the interests of the executive officers with those of
the shareholders through the delivery of equity, and to add a retention element to the executive officers’
compensation. Amounts awarded under our long-term incentive program are generally targeted to have an
economic value in a range around the 50% percentile, with adjustments as necessary to account for relative
company performance and individual considerations such as level of responsibility, experience, historical awards
and internal equity issues. For example, this range could extend from the 25" percentile and below for relative
company performance at the 25t percentile or executive officers newer to their roles, in a developmental period,
or not meeting expectations, to the 90" percentile or higher for relative company performance at or above the 90%
percentile or for truly exceptional world class performers in critical roles who consistently exceed expectations.
Eligibility for long-term incentives is generally limited to individuals who can have a substantial impact on our
long-term success and high potential individuals who may be moving into roles that may have a substantial
impact.

In 2006, in conjunction with our initial public offering, we adopted our 2006 Stock Incentive Plan, under
which we are authorized to issue stock options, restricted stock or other equity-based awards. Awards under the
2006 Stock Incentive Plan are awarded or denominated in shares of our Class A common stock. The plan is
administered by the committee, and the committee makes grants directly to our executive officers, and delegates,
within limits as to award sizes and aggregate award amounts, to one or more executive officers the authority to
make awards to employees other than the executive officers. The committee also has discretion to set the terms
of individual awards under the plan, and has set standardized terms each year that have been incorporated into
every award under the plan for that particular year. We are seeking shareholder approval at the annual meeting
for an amended and restated 2006 Stock Incentive Plan, as described in Proposal C.

The majority of our long-term incentive awards have been in the form of stock option grants. We believe
options align the economic interests of our employees, including our executive officers, with those of our
shareholders, and closely tie rewards to corporate performance because options do not offer value unless our
stock price increases. We also believe that the terms the committee has set for our stock options balance the
interests of rewarding our employees for building shareholder value, while limiting the dilutive effect on our
outside shareholders of our equity compensation programs. However, the committee did determine in February
2008 that future option awards will generally be made in the form of stock-only stock appreciation rights, or
“SOSARs,” in order to further minimize dilution to our existing shareholders resulting from our long-term
incentive award program.

The committee believes that the potential dilution posed by awards outstanding under the 2006 Stock
Incentive Plan is less than the average dilution from plans at companies similar to ours.

The committee has historically made option and other equity award grants on an annual basis, except in the
case of certain key hires. In December 2006, the committee adopted a policy of making stock option grants only on
an annual basis, within five business days following our public release of financial results for the previous fiscal
year. We plan not to grant options outside of this annual award cycle, absent exceptional circumstances. All options
we have granted subsequent to our initial public offering have, and ail options and SOSARs we grant in the future
will have, an exercise or base price equal to the closing market price of the underlying stock on the date of the grant.
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On February 20, 2007, we granted options to our executive ofticers with an exercise price of $63.89 per
share, the closing market price of our Class A common stock on the grant date. See “Grants of Plan-Based
Awards in 2007 and the accompanying text below. We filed the form of Stock Option Agreement for 2007
grants as an exhibit to our Annual Report on Form 10-K filed on February 23, 2007. The number of stock options
granted to each executive officer in 2007 was determined by reference to a range from the 50% to the 65"
percentile of comparable positions from the custom proxy peer group, based on the economic value of the
awards, with the precise award levels varying to take into account the committee's review of each executive
officer’s performance for the prior year, the individual’s position, and the broad-based survey data on
competitive market practice.

The committee believes that many of our employees, including our executive officers, performed
exceptionally in 2006 to successfully complete our initial public offering and our separation from McDonald’s.
In that challenging environment, our executive officers still led our company to financial and operating results
that exceeded our internal goals and external guidance by a considerable margin. Accordingly, the committee
determined on February 20, 2007 that it would be appropriate o increase the equity component of our executive
officers’ compensation for 2007, and made a special incentive grant of restricted stock to the executive officers in
addition to the 2007 option awards. See “Grants of Plan-Based Awards in 2007 and the accompanying text
below. We filed the form of Restricted Stock Agreement for 2007 grants as an exhibit to our Annual Report on
Form 10-K filed on February 26, 2008. The commiitee determined that restricted stock grants were an
appropriate way to reward our executive officers due to the high retention value associated with restricted stock.

On February 20, 2008, the committee granted SOSARs to the executive officers, subject to approval of the
amendments to the 2006 Stock Incentive Plan as set forth in Proposal C. The commitiee based the number of
SOSARs awarded to each executive officer on our outperformance of substantially all of the companies in the
restaurant industry peer group on both an operating and total shareholder return basis, as well as on the
committee’s review of each executive officer’s performance. Mr. Ells received SOSARs with respect to 90,500
shares, Mr. Moran received SOSARs with respect to 66,000 shares, Mr. Hartung received SOSARs with respect
to 31,700 shares, and Mr. Wilner received SOSARs with respect to 15,000 shares. The base price of the SOSARs
is $102.65, the closing price of our Class A common stock on the grant date, and the SOSARs are subject to three
year cliff vesting.

Also on February 20, 2008, in order to include a longer-term incentive-based element to the executive
officers” compensation packages, the committee awarded performance shares to each executive officer, subject to
approval of the amendments to the 2006 Stock Incentive Plan as set forth in Proposal C. Mr. Ells received 41,600
performance shares, Mr. Moran received 30.400, Mr. Hartung received 15,000, and Mr. Wilner received 7,500.
The performance shares represent a right 1o be issued shares of our Class A common stock subject to satisfaction
of a performance goal prior to expiration of the performance shares. Payout of the awards requires that the
executive serve as our employee or as a non-employee member of our Board at all times from the grant date to
the payout, subject to pro-rata payouts in the event the executive terminates service with us due to death,
disability, or the executive's retirement and the performance target is otherwise met prior to the expiration date.

We have not adopted stock ownership guidelines for our executive officers. However, Mr. Ells retains a
significant ownership interest in us, primarily through shares of our Class B common stock that he has held since
our inception or purchased well before our initial public offering. In addition, our executive officers other than
M. Ells each purchased a significant number of shares of Class A common stock in our initial public offering.
Qur equity compensation awards have further ensured that our executive officers have a meaningful ownership
stake in our company.
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Benefits and Perquisites

We provide our executive officers with access to the same benefits we provide all of our full-time
employees. We also provide our executive officers with perquisites and other personal benefits that we believe
are reasonable and consistent with our compensation objectives, and with additional benefit programs that are not
available to all employees throughout our company.

Perquisites are generally provided to help us attract and retain top performing employees for key positions,
and in some cases perquisites are designed to facilitate our executive officers bringing maximum focus to what
we believe to be demanding job duties. In addition to the perquisites identified in notes to the Summary
Compensation Table below, we have occasionally allowed executive officers to be accompanied by a guest when
traveling for business on an airplane chartered by vs. Executive officers have also used airplanes that are
available to us through our charter relationship for personal trips; in each case the executive officer has fully
reimbursed us for the cost of chartering the airplane, Qur executive officers are also provided with personal
administrative services by company employees from time to time, including scheduling of personal appointments
and performing personal errands. We believe that the perquisites we provide our executive officers are currently
lower than median competitive levels for comparable companies, and are reasonable and consistent with our
compensation objectives.

We have also established a non-qualified deferred compensation plan for cur senior employees, including
our executive officers. The plan allows participants to defer the obligation to pay taxes on certain elements of
their compensation while also potentially receiving earnings on deferred amounts. We established this plan in
order to continue benefits, including company matching contributions, that were offered prior to our separation
from McDonald’s under certain McDonald’s plans in which our executive officers and other key employees were
allowed to participate. We also believe it is critical to facilitate retirement savings and financial flexibility for our
key employees. In addition, we believe that the deferred compensation plan is an important retention and
recruitment tool because many of the companies with which we compete for executive talent provide a similar
plan to their senior employees.

Tax and Other Regulatory Considerations
Code Section 162(m)

Seciion 162(m) of the Internal Revenue Code provides that compensation of more than $1,000,000 paid 1o
the chief executive officer or to any of the other four most highly compensated executive officers of a public
company will not be deductible for federal income tax purposes unless amounts above $1,000,000 qualify for one
of several exceptions. The committee typically attempts to structure the compensation of our executive officers
such that compensation paid will be tax deductible to us, The deductibility of some types of compensation
payments, however, can depend upon interpretations of and changes in applicable tax laws and regulations, as
well as other factors beyond our control. In addition, the committee’s primary objective in designing executive
compensation programs is o suppert and encourage the achievement of our company’s strategic goals and to
enhance long-term shareholder value. For these and other reasons, the committee has determined that it will not
necessarily seek to limit executive compensation to the amount that will be fully deductible under
Section 162(m).

We have implemented a 2006 Cash Incentive Plan as an umbrella plan under which the AIP bonuses are
paid in order to ensure that we can deduct the amount of the payouts from our reported income under
Section 162(m). Under the 2006 Cash Incentive Plan, the committee sets maximum bonuses for each executive
officer and other key employees, If the bonus amount determined under the AIP for participants in the 2006 Cash
Incentive Plan is Jower than the maximum bonus set under the 2006 Cash Incentive Plan, the committee has
historically exercized discretion to pay the lower AIP bonus rather than the maximum bonus payable under the
2006 Cash Incentive Plan. See Proposal B for a more complete description of the 2006 Cash Incentive Plan.
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We are seeking sharcholder approval of the Amended and Restated 2006 Cash Incentive Plan and the
Amended and Restated 2006 Stock Incentive Plan in order to preserve our ability to deduct compensation
attributable to awards under those plans for federal income tax purposes, as described in more detail in Proposals
B and C.

Code Section 409A

Section 409A of the U.S. tax code generally changes the tax rules that affect most forms of deferred
compensation that were not eamed and vested prior to 2005. The committee takes Section 409A into account in
determining the form and timing of compensation paid to our executive officers.

Accounting Rules

Various rules under generally accepted accounting principles determine the manner in which we account for
equity-based compensation in our financial statements. The committee may consider the accounting treatment
| under SFAS 123(R) of alternative grant proposals when determining the form and timing of equity compensation
grants to our executive officers. The accounting treatment of such grants, however, is not generally determinative
‘ of the type, timing, or amount of any particular grant of equity-based compensation the committee determines to
make.

Compensation Committee Report

The Compensation Committee reviewed and discussed the Compensation Discussion and Analysis included
in this Proxy Statement with management. Based on such review and discussion, the Compensation Committee
recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this Proxy
Statement for filing with the SEC.

The Compensation Committee.

Darlene J. Friedman, Chairperson
Patrick J. Flynn

{M@@m}
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EXECUTIVE OFFICERS

In addition to Steve Ells, our Chairman of the Board and Chief Executive Officer, and Monty Moran, our
President and Chief Operating Officer, each of whose biographies are included under the heading “Information
Regarding the Board of Directors,” our executive officers are as follows:

John R. (Jack) Hartung, 50, is Chief Financial Officer. Mr. Hartung joined Chipotle in 2002 after spending
18 years at McDonald’s where he held a variety of management positions, most recently as Vice President and
Chief Financial Officer of its Partner Brands Group. Mr. Hartung has a Bachelor of Science degree in accounting
and economics as well as an MBA from Illinois State University.

Robert D. (Bob) Wilner, 53, is Chief Administrative Officer responsible for Human Resources, Information
Technology and Safety, Security and Risk. Mr. Wilner joined Chipotle in 2002 after spending nearly 30 years at
McDonald’s where he held a variety of operations and human resources positions in both corporate and
international roles. Most recently, he served as Vice President of Human Resources of McDonald’s Partner
Brands Group. Mr. Wilner graduated summa cum laude from Colorado Technical University with a Bachelor of
Science in human resources.

Rex A. Jones, 51, was promoted to Chief Development Officer as of March 1, 2008, overseeing our real
estate, design, construction, and facilities functions. Mr. Jones initially joined Chipotle in 1998 as director of real
estate, and in 2005 he was promoted to executive director of development. Prior to coming to Chipotle, he
worked at Blockbuster Corp. as vice president for Asia Pacific development. He also spent more than 13 years
with McDonald’s in a variety of senior level real estate and development positions in the United States and Asia.
M, Jones has a Bachelor of Science degree in business administration from Kansas State University.

Robert (Bob) N. Blessing Jr., 64, will become Restaurant Support Officer on May 1, 2008, overseeing our
five regional directors as well as our marketing, purchasing, and culinary functions. Mr. Blessing came to
Chipotle in 1999 as a regional director, and opened our first restaurant in the Northeast region. His role expanded
thereafter to include responsibility for additional markets, and from 2005 to 2008 he led our entire Northeast and
Central regions. Before coming to Chipotle, he served in executive leadership roles at a number of food service
and restaurant companies, including Vie de France Retail and Restaurant Bakery, Franchise Management
Corporation (an Arby’s franchisee), and Thompson Hospitality (a contract food service company). Mr. Blessing
has Bachelors and Masters degrees in business administration/economics from the University of Cincinnati.
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SUMMARY COMPENSATION TABLE

The table below presents the total compensation we paid to each of our executive officers for services
provided to us during the fiscal years presented. Amounts in the columns titled “Salary” and “Non-Equity
Incentive Plan Compensation” include amounts deferred at the election of each executive officer and paid into
one or more retirement plans. Amounts in the columns titled “Stock Awards” and “Option Awards™ reflect the
amount of stock-based compensation expense we recognized during the relevant fiscal year in respect of all
outstanding awards of the applicable type held by each executive officer. Amounts in the column titled “Non-
Equity Incentive Plan Compensation” were paid out (1o the extent not deferred by the executive officer) under the
AIP in March of the following year, as described below under ** - Non-Equity Incentive Plan Awards — 2007 AIP

Payouts.”
Non-Equity
Name and Stock Option Incentive Plan All Other
Principal Position Year Salary Bonus(l) Awards(2) Awards(3) Compensation(4) Compensation(5) Total
SteveElls .............. 2007 $557,692 $86,670 $1,281,128 $1,065400  §$1,101,600 $ 66,151 $4,158,641
Chief Executive Officer and 2006 $461,738 —_ — $ 514,571 & 741,000 $ 71,171 $1,788,480
Chairman
Monty Moran ........... 2007 $425,000 $54,169 $1,155471 $ 530,064 § 688,500 $ 53,512 $2,906,716
President & Chief 2006 $389,231 -— $1,079,589 § 228,569 $§ 507,000 $ 30,393 $2,234,782
Operating Officer
Jack Hartung . ........... 2007 $329.973 — § 465865 % 646,379 § 445673 $106,303 $1,994,193
Chief Financial Officer 2006 $304,648 wan — $ 501,781 § 320,731 $109,619 $1,236,7179
Bob Wilner ............. 2007 $268.381 — § 349,398 § 515,185 § 290,615 $ 35,136 $1,458,715
Chief Administrative Officer 2006 $246,409 — — $ 414634 § 251,889 $ 33302 $ 946,234

(1} Amounts under Bonus reflect discretionary bonuses paid to Mr. Ells and Mr. Moran in order to reward our
top executives for their particularly outstanding performance and our extraordinary results during 2007.

(2) Amounts under Stock Awards represent the expense recognized under FAS 123R for the relevant fiscal year
and attributable to unvested restricted stock held by the listed officer during such fiscal year. See
“QOutstanding Equity Awards at 2007 Fiscal Year-End” below for a listing of restricted stock awards
outstanding for each officer as of December 31, 2007,

(3) Amounts under Option Awards represent the expense recognized under FAS 123R for the relevant fiscal
year and attributable to unvested stock options held by the listed officer during such fiscal year. Based on
their combined age and years of service with us and McDonald’s Corporation, Mr. Hartung and Mr. Wilner
achieved retirement eligibility prior to 2006, making them eligible for possible acceleration of vesting and
retention of their option awards as described in more detail below under the caption “Potential Payments
Upon Termination or Change-In-Control.” Because of the potential retention following retirement of options
granted to or held by our retirement-eligible employees, FAS 123R generally requires that we accelerate the
recognition of compensation expense for such options, and accordingly we recognize the related expense
over a period of six months (corresponding to the notice period required for retirement) from the later of the
grant date or the date of achieving retirement eligibility. Under these principles, we recognized all of the
expense related to Mr. Hartung and Mr. Wilner’s 2007 option grants during 2007, and recognized all of the
expense related to their 2006 option grants during 2006. Compensation expense for options granted prior to
the adoption of FAS 123R in January 2005 is not required to be recognized on an accelerated basis prior to
the actual retirement of an eligible option-holder. Accordingly, we recognize or have recognized expense
related to Mr. Hartung’s and Mr. Wilner’s pre-2005 options over the three year vesting period. Mr. Ells and
Mr. Moran have not met the combined age and years-of-service required to qualify for retirement eligibility,
and as a result we recognize or have recognized expense retating to all of their outstanding options over the
three year vesting period.

See Note 8 to our financial statements for the year ended December 31, 2007 for descriptions of the
methodologies and assumptions we use to value option awards and the manner in which we recognize the
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related expense pursuant to FAS 123R, except that those descriptions with respect to options granted during
2003 are included in our Annual Report on Form 10-K for the year ended December 31, 2005, which we
filed with the Securities and Exchange Commission on March 17, 2006.

(4) Amounts under Non-Equity Incentive Plan Compensation represent the amounts earned by the listed officer
under the AIP for the relevant fiscal year and paid under the 2006 Cash Incentive Plan, as described under
“Compensation Discussion and Analysis—Components of Compensation—Annual Incentives” and “—Tax
and Other Regulatory Considerations—Code Section 162(m).” A description of the manner in which the
amounts were determined for the most recent fiscal year is set out below under “Non-Equity Incentive Plan
Awards—2007 AIP Payouts.”

(5) Amounts under Ali Other Compensation for 2007 include the following:

Name

Steve Elis ...

Monty Moran . .

Jack Hartung .

Bob Wilner .. ..

Matching contributions we made on the executive officers’ behalf to the Chipotle Mexican Grill
401(K) plan as well as the Chipotte Supplemental Deferred Investment Plan, in the aggregate
amounts of $35,464 for Mr. Ells, $28,644 for Mr. Moran, $16,606 for Mr. Hartung and $20,169
for Mr. Wilner. See “Non-Qualified Deferred Compensation for 2007” below for a description of
the Chipotle Supplemental Deferred Investment Plan.

Company car costs, which include lease payments (less employee payroll deductions), insurance
premiums and maintenance and fuel costs, totaling $29,077 for Mr. Ells, $22,355 for Mr. Moran,
$19,943 for Mr, Hartung and $14,212 for Mr, Wilner.

Housing costs, including monthly rent and utilities payments, for a personal residence for
Mr. Hartung, totaling $32,207, as well as $13,038 for reimbursement of taxes payable by
Mr. Hartung in connection with this benefit.

Commuting expenses, which include air fare, airport parking, ground transportation and highway
tolls.

Term life insurance premium payments totaling $1,332 for Mr. Ells, $1,197 for Mr. Moran, $931
for Mr. Hartung and $752 for Mr. Wilner,

GRANTS OF PLAN-BASED AWARDS IN 2007

All Other

Option

Awards: Exercise
Number of or Base

Estimated Possible Payouts Under Securities  Price of

Grant Non-Equity Incentive Plan Awards(1) l{;lﬁfgr ) 1(\)»5:?(;‘5 (l?‘:l]: k’gﬁlt:

Date Award Description  Threshold  Target Maximum Options ($/8h)  of Award(d)

.. 220007 Stock Options(2) 80,000 $63.89  $1,984,000

2120/07 Restricted Stock(3) 55,000 $3,513,950
2/20/07 AlIP 50 $540,000 $1,101,600

2/20/07 Stock Options(2)} 40,000 $63.30 § 992,000

2/20/07  Restricted Stock(3) 30,000 $1,916,700
2/20/07 AIP $0 $337,500 $ 688,500

.. 2720007 Stock Options(2) 25,000 $63.89 $ 620,000

2/20/07  Restricted Stock{3) 20,000 $1,277.800
2/20/07 AlIP 50 $227,500 § 464,100

2120/07 Stock Options(2) 20,000 $63.89  $ 496,000

2/20/07 Restricted Stock(3) 15,000 $ 958,350
220/07 AlP $0 $156,750 $ 319,770

(1) Each officer was entitled to a cash award to be paid under our 2006 Cash Incentive Plan, although the
committee has historicaily exercised discretion fo pay each executive officer a lesser amount determined
under the AIP as described under “Compensation Discussion and Analysis—Components of

44



of Compensation—Annual Incentives.” Amounts under Target reflect the target AIP bonus, which would
have been paid to the executive officer if each of the company performance factor, team performance factor
and individual performance factor under the ATP had been set at 100 percent. Amounts under Maximum
reflect the AIP bonus which would have been payable had each of the company performance factor, team
performance factor and individual performance reached the caps set by the Compensation Committee.

(2) All equity awards are denominated in shares of Class A common stock, and are granted under the Chipotle
Mexican Grill, Inc. 2006 Stock Incentive Plan. The terms of the awards are described below under “Option
and Restricted Stock Grants.”

(3) If the Chipotle Mexican Grill, Inc. Amended and Restated 2006 Stock Incentive Plan is approved as
proposed in Proposal C, we expect that these shares of restricted stock will be replaced with performance-
contingent shares of restricted stock as further described on page 26.

(4) See Note 8 to our financial statements for the year ended December 31, 2007 for descriptions of the
methodotogies and assumptions we use to value option awards pursuant to FAS 123R.

Option and Restricted Stock Granis

In February 2007, the Compensation Committee granted options to purchase shares of Class A common
stock in the following amounts to each executive officer: 80,000 shares to Mr. Ells, 40,000 shares to Mr. Moran,
25,000 shares to Mr, Hartung, and 20,000 shares to Mr. Wilner. These options will vest in full on the third
anniversary of the grant date if the officer remains continucusly employed by us, subject to accelerated vesting in
connection with certain qualifying terminations of employment as a result of economic circumstances, or due to
the officer’s death, disability or retirement, or in connection with a change in control of Chipotle. See “Potential
Payments Upon Termination or Change-In-Control,” below. The options terminate on February 20, 2014, subject
to earlier termination in the event of the participant’s termination of employment, and were granted with an
exercise price equal to the closing price of our Class A common stock on the grant date.

Also in February 2007, the committee granted restricted shares of Class A common stock in the following
amounts to each executive officer: 55,000 shares to Mr. Ells, 30,000 shares to Mr, Moran, 20,000 shares to
Mr. Hartung, and 15,000 shares to Mr. Wilner. These shares of restricted stock will vest in equal amounts on the .
second and third anniversary of the grant date if the officer remains continucusly employed by us through such -
vesting date, and will be subject to accelerated vesting in connection with any termination of the officer’s E
employment by us without cause or by the officer for good reason, in each case as defined in the restricted stock
agreements, or due to the officer’s death or disability. If the Chipotle Mexican Grill, Inc. Amended and Restated
2006 Stock Incentive Plan is approved as proposed in Proposal C, we expect that these shares of restricted stock
will be replaced with performance-contingent shares of restricted stock as further described on page 26.

Non-Equity Incentive Plan Awards—2007 AIP Payouts

The committee set the target awards reflected in the table above during the first quarter of 2007, based in
part on market data compiled by Hewitt. Target award amounts were set near or below the 50% percentile of the
market data used by the committee, but allowed for maximum payouts that would be consistent with the 65
percentile of actual payouts reflected by the market data.

For 20077, the four measures the committee selected to be used in determining the company performance
factor were income from operations, new restaurant average daily sales, comparable restaurant sales increases,
and new restaurant months of operation. The targeted performance levels for each of these measures were set
consistent with or exceeding the levels included in our internal projections supporting our publicly-stated
guidance regarding our expected future financial performance and growth. The committee believes that these
targets were aggressive enough to ensure that achievement of the targets would result in significant value added
for our company and our shareholders, while being achievable enough to provide meaningful incentives to our
executive officers. The targets generally reflected significant increases or improvements on each of the targeted
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measures as compared to past achievement on these measures, or in the case of comparable restaurant sales
increases, exceeded the [evels that management believed could be achieved in light of our history of outstanding
comparable restaurant sales increases as compared to our industry peers. The key initiatives targeted for 2007
were developing great managers, improving restaurant throughput, improving restaurant development and
improving restaurant design. The adjustments for over- or under-performance with respect to each measure
during 2007 were set such that they would adjust upward for over-performance at a faster rate than they would
adjust downward for under-performance, subject to the maximum company performance factor, which the
committee set for 2007 at 150 percent. The committee believed that this approach would provide a strong
positive incentive to AIP participants, including the executive officers, to achieve and exceed the AIP targets.

Achievement against the financial and operating targets established by the committee (o determine 2007
AIP bonuses was generally outstanding. In particular, our income from operations (excluding the impact of the
AIP bonuses) and comparable restaurant sales increases exceeded the targeted performance levels by a
significant amount. We also exceeded the target for new restaurant average daily sales. We fell just short of our
new restaurant months of operations target as a result of our restaurant openings being weighted heavily in the
second half of the year, which decreased the company performance factor slightly. The committee also
determined that we had met our objectives with respect to advancement and implementation of the identified key
initiatives. Our overall performance against the applicable financial and operating measures resulted in an
uncapped company performance factor well in excess of the 150 percent cap. As a result, 2007 AIP bonuses were
based on the capped company performance factor of 150 percent.

Each of the measures used to compute the company performance factor for 2007 was also used, on a

| region-by-region basis, to compute the team performance factor for each of our three regions, except that new
restaurant months of operation was not used in determining the team performance factor. For 2007, the
committee increased the maximum team performance factor from 130 percent to 150 percent, in order to more
strongly reward employees whose operating teams had exhibited particularly strong performance. As a result of
generally strong performance against the applicable financial and operating measures and with regard to the key
initiatives, the team performance factor for corporate employees for 2007, following a discretionary adjustment
by the committee to normalize results among our three regions, was set at 139 percent. The committee and

| ) management believed that this more accurately reflected performance across all of our operating regions.
it
:,‘ The committee determined the individual performance factor for each executive officer in view of the
E‘) outstanding financial and operational performance we achieved during 2007, as well as the performance of each
,Eg‘ executive officer for the year. In particular, the commitiee determined that in view of our particularly strong
&a performance and the significant contributions and effective leadership of our two top executive officers, Mr. Ells
& and Mr. Moran, it was appropriate to reward those executives beyond the parameters originally set for the 2007
= AIP. Accordingly. the committee authorized the payment of an additional cash bonus, in an amount determined
& by setting the individual performance factor for each of Mr. Ells and Mr. Moran at the capped company
) performance factor level rather than the 130 percent cap that would ordinarily have been in effect for individual

performance factors,

To determine the final amount of 2007 AIP bonus payouts, each executive officer’s (and each other AIP
participant’s) targeted bonus amount was multiplied by the 150 percent company performance factor to arrive at
an adjusted targeted award amount. The adjusted targeted award amount was then adjusted based on the
applicable team perfoermance factor, which was weighted at 30 percent, and the applicable individual
performance factor, which was weighted at 70 percent, As a result of these computations the maximum award
level to each executive officer under the AIP was 204 percent of the officer’s targeted award. The actual bonuses
paid to the executive officers under the AIP are reflected in the “Non-Equity Incentive Plan Compensation”
column of the Summary Compensation Table above; amounts paid Mr. Ells and Mr. Moran under the
discretionary additional bonuses authorized by the commitiee are reflected in the “Bonus” column.
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2008 AIP Structure

At meetings on February 12 and 20, 2008, the commiitee approved the parameters of the AIP for 2008, with
the performance measures and formulas for the 2008 AIP remaining substantially the same as described above.
The operating and financial performance targets and key initiatives to be used to determine the company and
team performance factors for 2008 were set at or above the levels included in the internal projections we relied
on in issuing publicly-stated guidance regarding our expected future financial performance and growth.

In addition, the committee determined to increase the target AIP bonus for each executive officer for 2008.
Mr. Elis’s target ATP bonus was set at 100% of his base salary, Mr. Moran’s target bonus was set at 85% of his
base satary, Mr. Hartung’s target bonus was set at 70% of his base salary, and Mr. Wilner's target bonus was set
at 60% of his base salary.

OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2007

Option Awards Stock Awards
Number of Number of
Securities Securities
Underlying Underlying Number of Shares Market Value of
Unexercised Unexercised or Units of Stock Shares or Units of
Options Options Option Exercise Option Expiration That Have Not  Stock That Have
Name Exercisable Unexercisable(1) Price Date Vested(2) Not Vested
SteveElls......... -— 150,000(3) $22.00 1/25/2013 55,000(5) $8,088,850(6)
— 80,000(4) $63.89 2120/2014
Monty Moran ... .. — 80,000(3) $22.00 1/25/2013 SLILICT $6,289,209(8)
— 40,000¢4) $63.89 2/20/2014 30,000(3) $4,412,100(6)
Jack Hartung ...... — 48,000(3) $22.00 112572013 20,000(5) $2,941,400(6)
—_ 25,000(4) $63.89 2/20/2014
Bob Wilner ....... — 40,000(3) $22.00 1/25/2013 15,000(5) $2,206,050(6)
— 20,000(4) $63.89 2/20/2014

(1) Compensation expense related to each stock option award is included in the Option Awards column of the
Summary Compensation Table, as described in more detail in the footnotes to that table.

(2) Compensation expense related to each restricted stock award is included in the Stock Awards column of the
Summary Compensation Table, as described in more detail in the footnotes to that table.

(3) Options vest in full on January 25, 2009, subject to potential accelerated vesting as described below under
“_Potential Payments Upon Termination or Change in Control—Stock Options.”

(4) Options vest in full on February 20, 2010, subject to potential accelerated vesting as described below under
“—Potential Payments Upon Termination or Change in Control—Stock Options.”

(5) Awards of shares of restricted Class A common stock granted February 20, 2007 vest in equal amounts on
the second and third anniversary of the date of grant, subject to potential accelerated vesting as described
below under “—Potential Payments Upon Termination or Change in Control—Restricted Stock.” If the
Chipotle Mexican Grill, Inc. Amended and Restated 2006 Stock Incentive Plan is approved as proposed in
Proposal C, we expect that these shares of restricted stock will be replaced with performance-contingent
shares of restricted stock as further described on page 26.

{6) Based on the closing stock price of our Class A common stock on December 31, 2007 of $147.07 per share.

(7) Award of 153,333 shares of restricted Class B common stock granted March 24, 2005 to Mr. Moran vested
in one-third increments on each yearly anniversary of the date of grant. The remaining unvested shares
vested on March 24, 2008.

(8) Based on the closing stock price of our Class B common stock on December 31, 2007 of $123.05 per share.
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Outstanding McDonald’s Equity Awards at December 31, 2007

Mr. Hartung and Mr. Wilner were both employees of McDonald’s prior to joining us. Due to McDonald's
economic interest in us prior to October 12, 2006, options granted by McDonald’s to our employees, including
these officers, continued to vest and remain exercisable. In connection with our separation from McDonald’s, our
employees holding McDonald's stock options were deemed to have terminated from McDonald's, and as a result
the exercise period for McDonald’s options held by our employees, including Mr. Hartung and Mr, Wilner, were
truncated.

The following table provides summary information about McDonald’s options held by our officers as of
December 31, 2007,

Option Awards

Number of Number of
Securities Underlying  Securities Underlying
Unexercised Options  Unexercised Options  Option Exercise Option Expiration

Name Exercisable(1) Unexercisable Price Date

JackHartung ................... 20,500 . — $40.4375 10/12/2011

BobWilner .................... 10,700 — $40.4375 10/12/2011
12,540 -— $ 3525 10/12/2011

(1) Options are to purchase shares of McDonald’s Corporation common stock, have an exercise price equal to
the fair market value of a share of McDonald's common stock on the grant date, and generally were granted
with a ten-year life, and vested in equal annual installments over perieds of four years. Subject to the
approval of the compensation committee of McDonald’s board of directors, options may be transferred to
certain permissible transferees, including immediate family members, for no consideration,

OPTION EXERCISES AND STOCK VESTED IN 2007

The following table provides summary information about options to purchase shares of our Class A
common stock exercised by our executive officers during 2007, and about restricted shares of our Class B
common stock which vested during 2007,

Option Awards Stock Awards
Number of Number of
Shaves Value Shares Value

Acquired on Realized on Acquired on Realized on
Name Exercise Exercise(1} Vesting Vesting
SteveElls ................... 69,833 $5,924,076
Monty Moran ................ — — 51,111 $3,052,860(2)
JackHartung ................. 38,999 $3,591,603
BobWilner .................. 33,999 $3,036,195

{1} Based upon the excess of the sale price received for the underlying shares of Class A common stock on the
dates of sale over the exercise price of the options, and excluding brokerage commissions or other
transaction costs and any related taxes.

(2) Based upon the closing stock price of our Class B common stock on March 23, 2007 of $59.73 per share.
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McDonald’s Options Exercised in 2007

The following table provides summary information about opticns to purchase shares of McDonald’s
common stock exercised by our officers during 2007.

Option Awards

Number of Value
Shares Acquired Realized
Name on Exercise on Exercise(1)
Jack Hartung ... ..ot it 37,300 $890,641
BobWilner ... .. . i e 12,300 $308,308

(1) Based upon the excess of the sale price received for the underlying shares of McDonald’s Corporation
common stock on the dates of sale over the exercise price of the options exercised, and excluding brokerage
commissions or other transaction costs and any related taxes.

NON-QUALIFIED DEFERRED COMPENSATION FOR 2007

In October 2006, in connection with our separation from McDonald’s, we implemented the Chipotle
Mexican Grill, Inc. Supplemental Deferred Investment Plan. The supplemental plan permits eligible management
employees who elect to participate in the plan, including our executive officers, to make contributions to deferral
accounts once the participant has maximized his or her contributions to our 401(k) plan. Contributions are made
on the participant’s behalf through payroll deductions from 1% to 50% of the participant’s monthly base
compensation, which are credited to the participant’s “Supplemental Account,” and from 1% to 100% of awards
under the AIP, which are credited to the participant’s “Deferred Bonus Account.” We also match contributions at
the rate of 100% on the first 3% of contribution and 50% on the next 2% of contribution, provided, however, that
we only match contributions to a participant’s Deferred Bonus Account if the participant contributes 1o his or her
Supplemental Account. Amounts contributed to a participant’s deferral accounts are not subject to federal
income tax at the time of contribution. Amounts credited to a participant’s deferral accounts fluctuate to track a

variety of available investment choices selected by the participant, and are fully vested at all times following -
contribution, gl
Participants may elect to receive distribution of amounts credited to either or both of the participant’s g
Supplemental Account or Deferred Bonus Account, in either (1} a lump sum amount paid from two to six years é,;?}
following the end of the year in which the deferral is made, subject to a one-time oppartunity to postpone such =
lump sum distribution, or (2} a lump sum or instaliment distribution following termination of the participant’s =
service with us, with installment payments made in accordance with the participant’s election on a monthly, s
quarterly or annual basis over a period of up to 15 years following termination, subject to a one-time opportunity C‘%
to change such distribution election within certain limitations. Distributions in respect of one or both of a “

participant’s deferral accounts are subject to federal income tax as ordinary income in the year the distribution is
made.

Amounts credited to participants’ deferral accounts are un-funded, unsecured general obligations of ours to
pay in the future the value of the accounts.

Prior to our separation from McDonald's our executive officers and other key employees were permitted to
participate in non-qualified deferred compensation plans maintained by McDonald’s. Some of our executive
officers have balances remaining in those plans which may, in part, be attributable to service as one of our
employees.

49




-

The table below presents contributions by each executive officer, and our matching contributicns, to the
Chipotle Supplemental Deferred Investment Plan during 2007, as well as each executive officer’s earnings under
the plan and ending balances in the plan on December 31, 2007,

Executive Regisirant Aggregate Aggregate Aggregate
Contributions  Contributions Earnings Withdrawals/ Balance
Name in Last FY(1)  in Last FY{2) inLast FY(3) Distributions atLast FYE
SteveElls .......... ... . L $ 30,939 $25,175 $ 9,946 30 $ 66,060
Monty Moran . ....................... $ 22,128 518,182 $ 9,397 30 $ 49,707
JackHartung ... ......... ... . ... ..., 3166494 $14,206 $19,273 $0 $199,973
BobWilner .......................... $ 12,343 $10.041 $ 5,105 $0 5 27489

(i) These amounts are reported in the Summary Compensation Table as part of each executive's Salary for
2007.

(2) These amounts are reported in the Summary Compensation Table as part of each executive’s All Other
Compensation for 2007,

(3) These amounts are not reported as compensation in the Summary Compensation Table because none of the
earnings are “above market” as defined in SEC rules.

McDonald’s Excess Non-Qualified Plan and Non-Qualified Supplemental Plan

Prior to our separation from McDonald's in October 2006, our executive officers and other key employees
were permitted to participate in non-qualified deferred compensation plans maintained by McDenald’s. The
McDonald’s Excess Non-Qualified Plan and Non-Qualified Supplemental Plan provide substantially similar
benefits to participants as our Supplemental Deferred Investment Plan, except that the investment and
distribution options in the McDonald’s plans are different in those in our plan. Effective with our separation from
McDonald’s, our employees’ service with McDonald’s was deemed to have terminated, and the balances in these
plans will be distributed in accordance with each participant’s distribution elections. Qur employees are no
longer permitted to contribute to these plans.

The table below presents each executive ofticer’s aggregate earnings under and aggregate withdrawals from
the McDonald’s plans during 2007, as well as each executive officer’s aggregate ending balances in the plans as
of December 31, 2007,

Executive Registrant Aggregate Aggregate Aggregate
Contributions  Contributions Earnings Withdrawals/ Ralance
Name in Last FY in Last FY in Last FY(1) Distributions at Last FYE
SteveElls .......................... —_ — $ 4413 $174,332 § 48,192
MontyMoran ....................... — — — — —
JackHartung ........................ — —_ $84,770 $268,529  $1,529,294
BobWilner ......................... —_ — $ 6,982 $692,000 % 0

(1) These amounts are not reported as compensation in the Summary Compensation Table because none of the
earnings are “above market” as defined in SEC rules.

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE-IN-CONTROL

We have not entered into written employment, change-in-control, severance or similar agreements with any
of our employees, including our executive officers. Accordingly, we do not have any written agreements
requiring that we make post-employment severance-type payments to the executive officers in the event their
employment terminates. In addition, payouts under the AIP are conditioned on the employee being employed as
of the end of the year for which the payout relates.
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However, the terms of some of the components of compensation we pay to our executive officers provide
for post-employment benefits, as described below. In addition, we have in the past paid severance to executives
or other key employees who have left us, and we may negotiate individual severance arrangements with any |
executive officer whose employment with us terminates, depending on the circumstances of the executive’s
termination.

Restricted Stock

officer’s employment terminates due to his death or disability, or is terminated by us without cause or by the
officer for good reason as defined in the award agreements, the unvested shares will vest immediately and be
transferable withoul restriction. Assuming any such termination as of December 31, 2007, our executive officers
would have become immediately vested with respect 1o shares of restricted stock having the following values:
Mr. Ells, $8,088,850; Mr. Moran, $10,701,309; Mr. Hartung, $2,941,400; and Mr. Wilner, $2,206,050. These
amounts are based on the closing market prices on December 31, 2007 of our Class A common stock ($147.07
per share) and Class B common stock ($123.05 per share).

|
|
The terms of restricted stock awards outstanding to our executive officers require that, in the event an ‘

Stock Options

The terms of stock options granted prior to 2007, including options held by the executive officers, allow
post-termination exercise of vested options for a peried of 30 days following the optionholder’s voluntary
termination of his or her employment, and in other circumstances as described below. Options granted in 2007
allow post-termination exercise of vested options for a period of 90 days following the optionholder’s voluntary
termination of his or her employment, and in other circumstances as described below. Options (whether vested or
unvested) terminate immediately in the event we terminate an optionholder’s employment for cause, as defined
in the plan under which the award was granted. “Cause” under the 2006 Stock Incentive Plan generally means an
optionholder’s failure to perform his or her duties, willful misconduct or gross negligence, breach of fiduciary
duties to us, unauthorized use of company information, or commission of a felony involving moral turpitude,

Outstanding options also provide for acceleration of vesting upon certain terminations, as described below.
The intrinsic value of options for which vesting would be accelerated as described below is calculated based on
the closing price of our Class A common stock on December 31, 2007 of $147.07 per share.

Gk

Involuntary Termination due to Economic Circumstances

In the event an optionholder’s employment with us terminates as a result of a reduction in force,
downsizing, technology changes, a reorganization, or adverse economic or business conditions, any options
scheduled to vest on or before the first anniversary of the termination date vest immediately and any rematning
unvested options are terminated. Options vested on or before the optionholder’s termination remain exercisable L
for a period of either 30 days (for awards granted in 2006) or 90 days (for awards granted in 2007) following the
optionholder’s termination.

[
S,

-
|
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Assuming the employment of any of our executive officers was terminated on December 31, 2007 as a
result of economic circumstances as described above, no accelerated vesting would have been triggered as to any
options.

Voluntary Retirement

In the event an opticnholder’s employment with us terminates as a result of the optionholder’s retirement,
provided we receive six months’ prior written notice of the retirement and the optionholder executes an
agreement not to engage in any competitive activity with us for a period of at least two years following
retirement, any options scheduled to vest on or before the third anniversary of the retirement date vest
immediately and any remaining unvested options are terminated. Because awards under our 2006 Stock Incentive
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Plan have a three year vesting term, all unvested options held by retirement-eligible employees would vest upon
the optionhelder’s retirement. Options vested on or before the optionholder’s retirement remain exercisable for a
period of three years following the optionholder’s retirement.

Our employees, including the executive officers, are eligible for retirement under the terms of our outstanding
options when the employee reaches a combined age and years-of-service (with us, and with McDonald’s
Corporation unless there was a break in service prior to joining us from McDonald’s) of 70. Of the executive
officers, only Mr. Hartung and Mr. Wilner are eligible for retirement. Assuming Mr, Hartung retired on
December 31, 2007 and satisfied the notice and non-compete terms described above, he would have had vesting
accelerated with respect to options having an aggregate intrinsic value of $8,082,860. Assuming Mr. Wilner retired
on December 31, 2007 and satisfied the notice and non-compete terms described above, he would have had vesting
accelerated with respect to options having an approximate aggregate intrinsic value of $6,666,400.

Termination due Death or Disability

In the event an optionholder’s employment with us terminates as a result of the optienholder’s death or
disability (that is, a medically diagnosed permanent physical or mental inability to perform his or her job), all of
the optionholder’s unvested options will vest and become immediately exercisable. In addition, the options will
remain oulstanding and exercisable for a period of three years following the optionholder’s death or disability.

Assuming each executive officer died or became disabled on December 31, 2007, each executive officer’s
designated beneficiary would have had vesting accelerated with respect to options having the following
aggregate inirinsic value: Mr. Ells, $25,414,900; Mr. Moran, $13,332,800; Mr. Hartung, $8,082,860; and
Mr. Wilner, $6,666,400.

Involuntary Termination—Change-in-Control

The 2006 Stock Incentive Plan provides that if an optionholder’s employment with us is terminated without
cause, or by the optionholder for good reason (generally meaning a reduction in the optionholder’s responsibilities
or pay, or a change by more than 30 miles in the location of the optionholder’s job), within two years following a
change in control of us as defined in the plan, all of the optionholder’s unvested optiens will vest and become
immediately exercisable. In addition, the options will remain outstanding and exercisable for their full term.

Assuming a change in control of us occurred and each executive officer’s employment was terminated without
cause, or the executive officer resigned for good reason, in each case as of December 31, 2007, each executive
officer would have had vesting accelerated with respect to options having the following aggregate intrinsic value:
Mr. Ells, $25,414,900; Mr, Moran, $13,332,800; Mr. Hartung, $8,082,860; and Mr. Wilner, $6,666,400,

A change in control would generally be deemed to occur under the plan in the event any person or group
acquires shares of our common stock representing greater than 25 percent of the combined voting power of our
outstanding common stock, or in the event our current directors, or persons we nominate to replace current
directors, do not constitute at least a majority of our Board, or in the event of certain mergers, liquidations, or
sales of substantially all of our assets by us.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a} of the Securities Exchange Act of 1934 requires our officers and directors and holders of
greater than 10% of either class of our outstanding common stock to file initial reports of their ownership of our
equity securities and reports of changes in ownership with the SEC. Based solely on a review of the copies of
such reports furnished to us and written representations from our officers and directors, we believe that all
Section 16(a) filing requirements were complied with on a timely basis in 2007, except that five Forms 4
reporting five transactions during November 2007 by our Chairman and CEOQ, Steve Ells, were filed late due to
an administrative oversight.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Registration Rights

Prior to our initial public offering, McDonald’s and certain of our current shareholders, including Steve Ells,
our Chairman and Chief Executive Officer, Monty Moran, our President and Chief Operating Officer and
member of our Board of Directors, and Albert S. Baldocchi and Darlene J. Friedman, members of our Board,
entered into a registration rights agreement with us relating to the shares of common stock they hold (including
shares issuable upon the exercise of outstanding options). McDonald’s no longer has rights under the registration
rights agreement as a result of its disposition of all of its shares of our commeon stock. The remaining shareholder
parties to the agreement are entitled to piggyback registration rights with respect to any registration statement we
file under the Securities Act of 1933, as amended, subject to customary restrictions and pro rata reductions in the
number of shares to be sold in an offering. We would be responsible for the expenses of any such registration.

Director and Officer Indemnification

We have entered into agreements to indemnify our directors and executive officers, in addition to the
indemnification provided for in our certificate of incorporation and bylaws. These agreements, among other
things, provide for indemnification of our directors and executive officers for certain expenses (including
attorneys’ fees), judgments, fines and settlement amounts incurred by any such person in any action or
proceeding, including any action by or in the right of our company, arising out of such persen’s services as a
director or executive officer of ours, any subsidiary of ours or any other company or enterprise to which the
person provided services at our request. We believe that these provisions and agreements are necessary to attract
and retain qualified persons as directors and executive officers.

OTHER BUSINESS AND MISCELLANEOUS

The Board and management do not know of any other matters to be presented at the annual meeting. If other
matters do properly come before the annual meeting, it is intended that the persons named in the accompanying
proxy vote the proxy in accordance with their best judgment on such matters.

SHAREHOLDER PROPOSALS AND NOMINATIONS FOR 2009 ANNUAL MEETING

Inclusion of Proposals in Our Proxy Statement and Proxy Card under the SEC’s Rules,

Any proposal of a shareholder intended to be included in our proxy statement and form of proxy/voting
instruction card for the 2009 annual meeting of shareholders pursuant to Rule 14a-8 of the SEC’s rules, must also
be received by us no later than December 10, 2008, unless the date of our 2009 annual meeting is more than
30 days before or after May 21, 2009, in which case the proposal must be received a reasonable time before we
begin to print and mail our proxy materials. All proposals should be addressed to Chipotle Mexican Grill, Inc.,
1543 Wazee Street, Suite 200, Denver, CO 80202, Aun: Corporate Secretary.

Bylaw Requirements for Shareholder Submission of Nominations and Preposals.

A shareholder recommendation for nomination of a person for election to our Board of Directors or a
proposal for consideration at our 2009 annual meeting must be submitted in accordance with the advance notice
procedures and other requirements set forth in Article I of our bylaws. These requirements are separate from,
and in addition to, the requirements discussed above to have the shareholder nomination or other proposals
included in our proxy statement and form of proxy/voting instruction card pursuant to the SEC's rules. OQur
bylaws require that the proposal or recommendation for nomination must be received by our corporate Secretary
at the above address no later than December 10, 2008, or, if the date of the 2009 annual meeting is more than
30 days before or after May 21, 2009, not later than the later of the close of business on the 90th day prior to the
2009 annual meeting or the tenth day following the day on which notice of the date of the 2009 annual meeting
was mailed or public disclosure of the date of the 2009 annual meeting is made.
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AVAILABILITY OF SEC FILINGS, CORPORATE GOVERNANCE GUIDELINES, CODE OF
CONDUCT, CODES OF ETHICS AND COMMITTEE CHARTERS

Copies of our Annual Report on Form 10-K, Forms 10-Q and 8-K and all amendments to those reports filed
with the SEC, our Code of Conduct, Codes of Ethics, Corporate Governance Guidelines, the charters of the Audit
Committee, the Compensation Committee and the Nominating and Corporate Governance Committee, and any
reports of beneficial ownership of our comumon stock filed by executive officers, directors and beneficial owners
of more than 10% of the outstanding shares of either class of our common stock are posted on and may be
obtained through our website at www.chipotie.com without charge, or may be requested (exclusive of exhibits), at

no cost by mail to Chipotle Mexican Grill, Inc., 1543 Wazee Street, Suite 200, Denver, CO 80202, Attn:
Corporate Secretary.

MISCELLANEOUS

If you request physical delivery of these proxy materials, we will mail along with the proxy materials our
2008 Annual Repert, inciuding our Annual Report on Form 10-K for fiscal year 2007 (and the financial
statements included in that report) as filed with the SEC; however, it is not intended that the Annual Report or
Form 10-K be a part of the proxy statement or a solicitation of proxies.

You are respectfully urged to enter your vote instruction by telephone or via the Internet as explained on the
form of proxy available with this proxy statement. We will appreciate your prompt response.

By order of the Board of Directors

{s/ Monty Moran

President, Chief Operating Officer, Secretary and
Director

April 7, 2008
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Appendix A

This version of the proposed Amended and Restated Chipotle Mexican Grill, Inc. 2006 Cash Incentive Plan
reflects additions (in underlined text) and deletions (in lined-through text) that are proposed to be made to the
existing Chipotle Mexican Grill, Inc. 2006 Cash Incentive Plan, as described further in Proposal B.

AMENDED AND RESTATED
CHIPOTLE MEXICAN GRILL, INC. 2006 CASH INCENTIVE PLAN

y
{AS ADOPTED MAY 21, 2008)

Section 1. Purpose.

The purpose of the 2006 Cash Incentive Plan (the “Plan”} is to promote the interests of Chipotle Mexican
Grill, Inc. (“Chipotle™) and its subsidiaries (the “Company”) by providing eligible key employees of the
Company with incentive to assist the Company in meeting and exceeding its business goals.

Section 2. Administration.

(a) The Plan shall be administered by the Executive Compensation Committee (the “Committee™) of the
Board of Directors of Chipotle (the “Board™) from among its members and shall be comprised of not fewer than
two members who shall be “outside directors” within the meaning of Section 162(m) of the Internal Revenue
Code of 1986, as amended (the “Code™), and the regulations thereunder.

(b) The Committee may, subject to the provisions of the Plan, establish, adopt or revise rules and regulations
relating to the Plan or take such actions as it deems necessary or advisable for the proper administration of the
Plan. The Committee shall have the authority to interpret the Plan in its discretion. Each interpretation made or
action taken by the Committee pursuant to the Plan shall be final and conclusive for all purposes and binding
upon all Participants (as defined in Section 3) or former Participants and their successors in interest.

(¢) Neither the Committee nor any member of the Committee shall be liable for any act, omission,
interpretation, construction or determination made in good faith in connection with the Plan, and the members of
the Committee shall be entitled to indemnification and reimbursement by Chipotle in respect of any claim, loss,
damage or expense (including, without limitation, reasonable attorneys’ fees} arising or resulling therefrom to the
fullest extent permitted by law.

Section 3. Eligibility.

Awards may be granted to key employees of the Company who are selected for participation in the Plan by
the Committee. A qualifying employee selected by the Committee to participate in the Plan shall be a
“Participant” in the Plan.

Section 4. Award Criteria.

The Committee may grant performance-based awards (“Awards”) to Participants with respect to any
performance period (each, a “Performance Period™), subject to the terms and conditions of the Plan. All Awards
shall be settled in cash. Performance Periods may be equal to or longer than, but not less than, one fiscal year of
the Company and may be overlapping. Within 90 days after the beginning of a Performance Period, and in any
case before 25% of the Performance Period has elapsed, the Committee shall establish (a) performance goals and
objectives (“Performance Targets™) for the Company for such Performance Period, {b) target awards (“Target
Awards”) for each Participant which shall be a specified dollar amount, and (c) schedules or other objective
methods for determining the applicable performance percentage (“Performance Percentage”) to be applied to
each Target Award to which a Performance Target relates in arriving at the actual Award payout amount
(“Performance Schedules™).
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Section 5. Performance Tarpets.

The Commirtee shall establish Performance Targets for each Performance Period. Such Performance
Targets shall be based on one or more of the following business-eriteriaPerformance Measures (either alone or in
any combination, and may be expressed with respect to the Company or one or more operating units or groups, as
the Committee may determine): revenue growthreperating-incomereperating-; cash flows; cash flow from
operations; net incomes; earnings per share, return-on-sales-return-on-assetsdiluted or basic; earnings per share
from continuing operations, diluted or basic; earnings before interest and taxes; earnings before interest, taxes,
depreciation, and amortization; earnings from continuing operations; net asset trnover; inventory turnover,;
capital expenditures; net income; income from operations; income before income taxes; gross or operating
margin; restaurant-leve! operating margin; profit margin; assets; debt; working capital; return on equitys; return
Of Net assets; return on total asseis; return on wvested-capials; return on investment; return on revenue; net or
gross revenue: comparable restaurant sales; new stererestaurant openings; market share; economic value added;
cost of capital; expense reduction levels; safety record; stock price; productivity; customer satisfaction; employee
satisfaction; and total shareholder return. For any Plan Year, Performance Measures may be determined on an
absolute basis or relative to internal goals or relative to levels attained in years prior to such Plan Year or related
to other companies or indices or as ratios expressing relationships between two or more Performance Measures.

The measurement of any Performance Targets may exclude the impact of charges for extracrdinary, unusual
or non-recurring items (including without limitation charges for restructurings and discontinued operations), and
the cumulative effects of accouating changes, each as defined by generally accepted accounting principles and as
identified in the Company’s audited financial statements, including the notes thereto. Any Performance Targets
may be used to measure the performance of Chipotle or a subsidiary of Chipotle as a whole or any business unit
of Chipotle or any subsidiary or any combination thereof, as the Committee may deem appropriate, or any of the
above Performance Targets as compared to the performance of a group of comparator companies, or a published
or special index that the Committee, in its discretion, deems appropriate.

Section 6. Awards.

(a) Calculation. In the manner required by Section 162{m) of the Code, the Committee shall, promptly after
the date on which the necessary financial and other information for a particular Performance Period becomes
available, certify the extent to which Performance Targets have been achieved, Using the Performance Schedule,
the Committee shall determine the Performance Percentage applicable to each Performance Target and multiply
the portion of the Target Award to which the Performance Target relates by such Performance Percentage in
order to arrive at the actual Award payout for such portion.

{b) Discretionary Reduction. The Committeg may, in its discretion, reduce or eliminate the amount of any
Award payable to any Participant, based on such factors as the Committee may deem relevant, but the Committee
may not increase the amount of any Award payable to any Participant above the amount established in
accordance with the relevant Performance Targets. For purposes of clarity, the Committee may exercise the
discretion provided for by the foregoing sentence in a non-uniform manner among Participants.

{c) Limitation. The amount paid under the Plan to any Participant with respect to any Award for a
Performance Period of one year shall not exceed $35,000,000. The amount paid under the Plan to any Participant
with respect to any Award for a Performance Period of more than one year shall not exceed $815,000,000. No
Participant shall be eligible to earn Awards for more than three Performance Periods that end within any single
fiscal year of the Company.

(d) Payment. The Company shall pay Awards as soon as administratively practical following certification
by the Committee of the extent to which the applicable Performance Targets have been achieved and the
determination of the actual Awards in accordance with Section 5 and this Section 6, and in no event more than
two and one half months following the end of the Performance Period to which such certification relates.
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Section 7. General Provisions.

(a) No Rights to Awards or Continued Employment. No employee of the Company shall have any claim
or right to receive Awards under the Plan. Neither the Plan nor any action taken under the Plan shall be construed
as giving any employee any right to be retained by the Company.

(b) No Limits on Other Awards and Plans. Nothing contained in this Plan shali prohibit the Company
from establishing other special awards or incentive compensation plans providing for the payment of incentive
compensation to employees of the Company, including any Participants.

(c) Withholding Taxes. The Company shall deduct from ali payments and distributions under the Plan any
required federal, state or local governments tax withholdings.

(d) Unfunded Status of Plan. The Company shall not have any obligation to establish any separate fund or
trust or other segregation of assets to provide for payments under the Plan. To the extent any person acquires any
rights to receive payments hereunder from the Company, such rights shall be no greater than those of an
unsecured creditor.

(e) Effective Date; Amendment. The Plan is-effeetive-as-was originally adopted by the Board of Directors
on January 25, 2006, subjeet-te-appreval-and approved by the shareholders of Chipotle: on January 25, 2006, and
was amended and restated and approved by the shareholders of Chipotle on May 21, 2008, The Committee may
at any time and from time to time alter, amend, suspend or terminate the Plan in whole or in part, provided,
however, that any alteration or amendment that requires shareholder approval in order to allow Awards under the
Plan to qualify as “performance-based compensation” under Section 162(m) of the Code, or to comply with other
applicable laws or regulations, shall be made subject to such shareholder approval.

(f) Governing Law. The Plan and the rights of all persons under the Plan shall be construed and
administered in accordance with the laws of the State of CeleredeDelaware without regard to its conflict of law
principles.

(g) Interpretation. The Plan is designed and intended to comply with Section 162(m) of the Code and all
provisions hereof shall be construed in a manner so to comply.
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Appendix B

This version of the proposed Amended and Restated Chipotle Mexican Grill, Inc. 2006 Stock Incentive Plan
reflects additions (in underlined text) and deletions (in tined-through text) that are proposed to be made to the
existing Chipotle Mexican Grill, Inc. 2006 Stock Incentive Plan, as amended, as described further in Proposal C.

AMENDED AND RESTATED
CHIPOTLE MEXICAN GRILL, INC,
2006 STOCK INCENTIVE PLAN

(As Adopted January-25-2006May 21, 2008)

1. Purpose of the Plan

This Chipotle Mexican Grill, Inc. Amended and Restated 2006 Stock Incentive Plan is intended to promote
the interests of the Company and its shareholders by providing the employees of the Company and eligible
non-employee directors of Chipotle, who are largely responsible for the management, growth and protection of
the business of the Company, with incentives and rewards to encourage them to continue in the service of the
Company. The Plan is designed to meet this intent by providing such employees and eligible non-employee
directors with a proprietary interest in pursuing the long-term growth, profitability and financial success of the
Company.

2. Definitions

As used in the Plan or in any instrument governing the terms of any Incentive Award, the following
definitions apply to the terms indicated below:

(a) “Board of Directors” means the Board of Directors of Chipotle.

{(b) *Cause” means, when used in connection with the termination of a Participant’s employment with the
Company, unless otherwise provided in the Participant’s award agreement with respect to an Incentive Award or
effective employment agreement or other written agreement with respect to the termination of a Participant’s g
employment with the Company, the termination of the Participant’s employment with the Company on account
of: (i) a failure of the Participant to substantially perform his or her duties (other than as a result of physical or [
mental illness or injury); (i) the Participant’s willful misconduct or gross negligence which is materially ’
injurious to the Company; (iii) a breach by a Participant of the Participant’s fiduciary duty or duty of loyalty to )
the Company; (iv) the Participant’s unauthorized removal from the premises of the Company of any document |
(in any medium or form) relating to the Company or the customers of the Company; or (v) the commission by the '
Participant of any felony or other serious crime involving moral turpitude. Any rights the Company may have ‘
hereunder in respect of the events giving rise to Cause shall be in addition to the rights the Company may have |
under any other agreement with the Participant or at law or in equity. If, subsequent to a Participant’s termination
of employment, it is discovered that such Participant’s employment could have been terminated for Cause, the
Participant’s employment shall, at the election of the Committee, in its sole discretion, be deemed to have been
terminated for Cause retroactively to the date the events giving rise to Cause occurred.

NUEXIERENS ()

(c) “Change in Control” means the occurrence of any of the following:

(i) Any Person {ether-than-Me ald pe ; ; ; aries)-becoming the beneficial
owner (within the meaning of Rule 13d-3 promulgated undcr the Exchange Act a “Beneficial Owner”) of
twenty-five percent or more of the combined voting power of Voting Securities; provided, however that a
Change in Control shall not be deemed to occur by reason of an acquisition of Voting Securities by the
Company or by an employee benefit plan (or a trust forming a part thereof) maintained by the Company:
and provided, further that a Change in Control shall not be deemed to occur solely because any Person
becomes the Beneficial Owner of twenty-five percent or more of the outstanding Voting Securities (A) in
connection with a Business Combination that is not a Change in Control pursuant (o sub-clause (iii), below,
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or (B) as a result of the acquisition of Voting Securities by the Company which, by reducing the number of
Voting Securities deemed to be outstanding, increases the proportional number of shares Beneficially
Owned by such Person, except that a Change in Control shall occur if a Change in Control would have
occurred (but for the operation of this proviso) as a result of the acquisition of Voting Securities by the
Company, and after such acquisition such Person becomes the Beneficial Owner of any additional Voting
Securities following which such Person is the Beneficially Owner of twenty-five percent or more of the
outstanding Voting Securities;

(ii) The individuals who, as of January25-2006March 19, 2008, are members of the Board of Directors
(the “Incumbent Board™), cease for any reason to constitute at least a majority of the members of the Board
of Directors; provided, however that if the election or appointment, or nomination for election by Chipotle's
common stockholders, of any new director was approved by a vote of at least two-thirds of the Incumbent
Board, such new director shall, for purposes of the Plan, thereafter be considered as a member of the
Incumbent Board; provided, further. however, that no individual shall be considered a member of the
Incumbent Board if such individual initially assumed office as a result of an actual or threatened solicitation
of proxies or consents by or on behalf of a Person other than the Board of Directors (a “Proxy Contest”)
including by reason of any agreement intended to avoid or settle any Proxy Contest; or

(iii) The consummation of:

(A) A merger, consolidation, reorganization or similar transaction (any of the foregoing, a
“Business Combination™) with or into Chipeticthe Company or in which securities of Chipotle are
issued, unless such Business Combination is a Non-Control Transaction.

(B) A complete liquidation or dissolution of the Company; or

(C} The sale or other disposition of all or substantially all of the assets of the Company (on a
consolidated basis) to any Person other than the Company or an employee benefit plan (or a trust
forming a part thereof) maintained by the Company or by a Person which, immediately thereafter, will
have all its voting securities owned by the holders of the Voting Securities immediately prior thereto,
in substantially the same proportions.

For purposes of the Plan, a “Non-Control Transaction” is Business Combination involving Chipetiethe

Company where:

(A) the holders of Voling Securities immediately before such Business Combination own, directly
or indirectly immediately following such Business Combination more than fifty percent of the
combined voting power of the outstanding voting securities of the parent corporation resulting from, or
issuing its voting securities as part of, such Business Combination (the “Surviving Corporation”) in
substantially the same proportion as their ownership of the Voting Securities immediately before such
Business Combination by reason of their prior ownership of Voting Securities,

(B) the individuals who were members of the Incumbent Board immediately prior to the execution
of the agreement providing for such Business Combination constitute a majority of the members of the
board of directors of the Surviving Corporation, or a corporation beneficially owning a majority of the
voling securities of the Surviving Corporation, and

(C) no Person other than the Company or any employee benefit plan (or any trust forming a part
thereof} maintained immediately prior to such Business Combination by the Company or MeDenalds
Corpoeration-or-any of its Subsidiaries immediately following the time at which such transaction occurs,
is a Beneficial Owner of twenty-five percent or more of the combined voting power of the Surviving
Corporation’s voting securities outstanding immediately following such Business Combination.

Notwithstanding the foregoing, a Change in Control shall not be deemed to occur as a result of any
event or transaction to the extent that treating such event or transaction as a Change in Control would cause
any tax to become due under Section 409A of the Code.

{d) “Chipotle™ means Chipotle Mexican Grill, Inc., a Delaware corporation, and any successor thereto.
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(e) “Code” means the Internal Revenue Code of 1986, as amended from time to time, and all regulations,
interpretations and administrative guidance issued thereunder.

(f) “Committee” means the Compensation Committee of the Board of Directors or such other commiltee as
the Board of Directors shall appoint from time to time to administer the Plan and to otherwise exercise and
perform the authority and functions assigned to the Committee under the terms of the Plan.

(g) “Common Stock” means Chipotle’s Class A Common Stock, $0.01 par value per share, or any other
security into which the common stock shall be changed pursuant to the adjustment provisions of Section 9 of the
Plan.

{(h) “Company” means Chipotle and all of its Substdiaries, collectively.

(i) “Covered Employee” means a Participant who at the time of reference is a “covered employee” as
defined in Section 162(m) of the Code and the regulations promulgated thereunder.

(j) “Director” means a member of the Board of Directors who is not at the time of reference an employee of
the Company.

(k) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

()] “Falr Market Value” or “FMV" FRean
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Hrat lhe event-time be the principal market for the Common Stock) on that date or, if no sa]e of the

fs-t-deems-appropaate—date, on lhe next preceding day on Wl’llCh a sale of Common Stock occurred. lf the

Common Stock is not then listed and traded on the NYSE or other national securities exchange, Fair Market
Value shall be what the Committee determines in good faith to be 100% of the fair market value of a share of
Common Stock on that date, using such criteria as it shall determine, in its sole discretion, to be appropriate for
valuation.

{m) “Good Reason” means, unless otherwise provided in any award agreement entered between the
Company and the Participant with respect to an Incentive Award or effective employment agreement or other
written agreement between the Participant and the Company with respect to the termination of a Participant’s
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employment with the Company, the Participant’s termination of employment on account of; (i) a material
diminution in a Participant’s duties and responsibilities other than a change in such Participant’s duties and
responsibilities that results from becoming part of a larger organization following a Change in Control, (ii) a
decrease in a Participant’s base salary, bonus opportunity or benefits other than a decrease in bonus opportunity
or benefits that applies to all employees of the Company otherwise eligible to participate in the affected plan or
(iii) a relocation of a Participant’s primary work location more than 30 miles from the Participant’s work location
on the date of grant of a Participant’s Incentive Awards under the Plan, without the Participant’s prior written
consent; provided that, within thirty days following the occurrence of any of the events set forth herein, the
Participant shall have delivered written notice to the Company of his or her intention to terminate his or her
employment for Good Reason, which notice specifies in reasonable detail the circumstances claimed to give rise
to the Participant’s right to terminate employment for Good Reason, and the Company shall not have cured such
circumstances within thirty days following the Company’s receipt of such notice.

(n) “Incentive Award” means an Option or Other Stock-Based Award granted to a Participant pursuant to
the terms of the Plan.

(o) “Option” means an option to purchase shares of Common Stock granted to a Participant pursuant to
Section 6.

{p) “Other Stock-Based Award” means an equity or equity-related award granted to a Participant pursuant to
Section 7.

(q) “Participant” means a Director or employee of the Company who is eligible to participate in the Plan and
to whom one or more Incentive Awards have been granted pursuant to the Plan and, following the death of any
such Person, his successors, heirs, executors and administrators, as the case may be.

(r) “Performance-Based Compensation” means compensation thet-satisfiesintended to satisfy the
requirements of Section 162(m} of the Code for deductibility of remuneration paid to Covered Employees.

(s) “Performance Measures™ means such measures as are described in Section 8 on which performance goals
are based in order to qualify certain awards granted hereunder as Performance-Based Compensation.

(t) “Performance Period” means the period of time during which the performance goals must be met in order
to determine the degree of payout and/or vesting with respect to an Incentive Award that is intended to qualify as
Performance-Based Compensation.

(u) “Person” means a “person” as such term is used in Section 13(d) and 14(d) of the Exchange Act,
including any “group” within the meaning of Section 13(d)(3) under the Exchange Act.

(v) “Plan” means this Amended and Restated Chipotle Mexican Grill, Inc. 2006 Stock Incentive Plan, as it
may be amended from time to time.

{w) “Qualifying Termination” means a Participant’s termination of employment by the Company Without
Cause or for Good Reason, in either case during the period commencing on a Change in Control and ending on
the second anniversary of the Change in Control.

(x) “Securities Act” means the Securities Act of 1933, as amended.
{y) “Subsidiary” means any *“subsidiary” within the meaning of Rule 405 under the Securities Act.
(z) “Voting Securities” means, at any time, Chipotle's then outstanding voting securities.

(aa) “Without Cause” means a termination of a Participant’s employment with the Company other than: (i) a
termination of employment by the Company for Cause, (ii) a termination of employment as a result of the
Participant's death or Disability or (iii} a termination of employment by the Participant for any reason.
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3. Stock Subject to the Plan

(a) In General

Subject to adjustment as provided in Section 9 and the following provisions of this Section 3, the maximum
number of shares of Common Stock that may be eevered-by-issued pursuant to Incentive Awards granted under
the Plan shall not exceed %:2004,450,000 shares of Common Stock in the aggregate, of which 666,666 shares of
Common Stock were available Tor issuance but were not issued under the Company’s Executive Stock Option
Plan. Out of such aggregate, the maximum number of shares of Common Stock that may be covered by Options
that are designated as “incentive stock options” within the meaning of Section 422 of the Code shall not exceed
2,200700,000 shares of Common Stock, subject to adjustment as provided in Section 9 and the following
provisions of this Section 3. Shares of Common Stock issued under the Plan may be either authorized and
unissued shares or treasury shares, or both, at the discretion of the Commitiee.

For purposes of the preceding paragraph, shares of Common Stock covered by Incentive Awards shall only
be counted as used to the extent they are actually issued and delivered to a Participant (or such Participant’s
permuted transferees as descnbed in the Plan) pursuant to the Plan. For pmposes of clarification, m—aeeeféonee

if shares of Common Stock are issued subject to conditions which may result in the forfeiture, cancellation or
retum of such shares to the Company, any pomon of the shares forfeited, cancelled or retumed shall be treated as

at-sueh-rep ; - ; wids: Shares of Common Stock covered by Incentive
Awards granted pursuam to Ihe Plan in connection with the assumption, replacement, conversion or adjustment
of outstanding equity-based awards in the context of a corporate acquisition or merger (within the meaning of
Section 303A.08 of the New York Stock Exchange Listed Company Manual or any successor provision) shall not
count as used under the Plan for purposes of this Section 3. The following shares of Common Stock may not
again be made available for issuance as Incentive Awards under the Plan: (i) shares of Common Stock not issued
or delivered as a result of the net settlement of an outstanding Option or stock appreciation right, (i1) shares

of Common Stock used to pay the exercise price or withholding taxes related to an outstanding Incentive Award,
or (i11) shares of Common Stock repurchased on the open market with the proceeds from the exercise of an
Option.

Subject to adjustment as provided in Section 9, the maximum number of shares of Common Stock that may
be covered by Incentive Awards granted under the Plan to any single Participant in any fiscal year of the
Company shall not exceed 333;333500,000 shares, prorated on a daily basis for any fiscal year of the Company
that is shorter than 365 days. -

Subject to adjustment as provided in Section 9, the maximum number of shares of Common Stock that may
be covered by Incentive Awards other than Options and stock appreciation rights shall not exceed 1,400,000
shares.
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(b) Prohibition on Substitutions and Repricings

+-Except as provided in this Section 3{(b}, in no event shall any new Incentive Awards be issued in
substitution for outstanding Incentive Awards previously granted to Participants, nor shall any repricing (within
the meaning of US generally accepted accounting practices or any applicable stock exchange rule) of Incentive
Awards issued under the Plan be permitted at any time under any circumstances, in each case unless the
shareholders of the Company expressly approve such substitution or repricing. Notwithstanding the foregoing,
the Committee may authorize the issuance of Incentive Awards in substitution for outstanding Incentive Awards
other than Options or stock appreciation rights, provided such substituted Incentive Awards are for a number of
shares of Common Stock no greater than the number included in the original award, have an exercise price or
base price {if applicable) at least as great as the exercise price or base price of the substituted award, and the
effect of the substitution is (A) solely to add restrictions (such as performance conditions) to the award or (B) to
provide a benefit to the Company (and not the Participant) (which, for the avoidance of doubt, shall include
substitutions performed for the purpose of permitting the Incentive Awards to qualify as “performance based
compensation” for purposes of Section 162(m) of the Code).

4. Administration of the Plan

The Plan shall be administered by a Committee of the Board of Directors designated by the Board of
Directors consisting of two or more persons, at least two of whom qualify as non-employee directors (within the
meaning of Rule 16b-3 promulgated under Section 16 of the Exchange Act), and as “outside directors” within the
meaning of Treasury Regulation Section 1.162-27(e)(3) and as “independent” within the meaning of any
applicable stock exchange or similar regulatory authority. The Committee shall, consistent with the terms of the
Plan, from time to time designate those employees and non-employee directors who shall be granted Incentive
Awards under the Plan and the amount, type and other terms and conditions of such Incentive Awards. Except to
the extent prohibited by applicable law or the applicable rules of a stock exchange on which the Company’s
shares are traded, the Committee may (i) allocate all or any portion of its responsibilities and powers to any one
or more of its members and (ii) delegate all or any part of its responsibilities and powers to any person or persons
selected by it, provided that no such delegation may be made that would cause Incentive Awards or other
transactions under the Plan to cease to be exempt from Section 16(b) of the Exchange Act, or cause an Incentive
Award designated as Performance-Based Compensation not to qualify for, or to cease to qualify for, any
exemption from non-deductibility under Section 162(m) of the Code. Any such allocation or delegation may be
revoked by the Committee at any time.

The Commiltee shall have full discretionary authority to administer the Plan, including discretionary
authority to interpret and construe any and all provisions of the Plan and the terms of any Incentive Award (and
any agreement evidencing any Incentive Award) granted thereunder and to adopt and amend from time to time
such rules and regulations for the administration of the Plan as the Committee may deem necessary or
appropriate (including without limitation the adoption or amendment of rules or regulations applicable to the
grant, vesting or exercise of Incentive Awards issued to employees located outside the United States). Without
limiting the generality of the foregoing, (i) the Committee shall determine whether an authorized leave of
absence, or absence in military or government service, shall constitute termination of employment and (ii) the
employment of a Participant with the Company shall be deemed to have terminated for all purposes of the Plan if
such person is employed by or provides services to a Person that is a Subsidiary of the Company and such Person
ceases to be a Subsidiary of the Company, unless the Committee determines otherwise. Decisions of the
Committee shall be final, binding and conclusive on all parties.

On or after the date of grant of an Incentive Award under the Plan, the Committee may (i} accelerate the
date on which any such Incentive Award becomes vested, exercisable or transferable, as the case may be,
(ii) extend the term of any such Incentive Award, including, without limitation, extending the period following a
termination of a Participant’s employment during which any such Incentive Award may remain outstanding,
(iii) waive any conditions to the vesting, exercisability or transferability, as the case may be, of any such
Incentive Award (iv) provide for the payment of dividends or dividend equivalents with respect to any such
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Incentive Award; or (v} otherwise amend an outstanding Incentive Award in whole or in part from time-to-time
as the Committee determines, in its sole and absolute discretion, to be necessary or appropriate Lo conform the
Incentive Award 1o, or otherwise satisfy any legal requirement (including without limitation the provisions of
Section 409A of the Code), which amendments may be made retroactively or prospectively and without the
approval or consent of the Participant to the extent permitted by applicable law: provided, that the Committee
shall not have any such authority to the extent that the grant or exercise of such authority would cause any tax to
become due under Section 409A of the Code.

No member of the Committee shalt be liable for any action, omission, or determination relating to the Plan,
and Chipotle shall indemnify and hold harmless each member of the Committee and each other Director or
employee of the Company to whom any duty or power relating to the administration or interpretation of the Plan
has been delegated against any cost or expense (including counsel fees) or liability (including any sum paid in
settlement of a claim with the approval of the Committee) arising out of any action, omission or determination
relating to the Plan, unless, in either case, such action, omission or determination was taken or made by such
member, director or employee in bad faith and without reasonable belief that it was in the best interests of the
Company.

5. Eligibility

The Persons who shall be eligible to receive Incentive Awards pursuant to the Plan shall be those employees
of the Company and Directors whom the Committee shall select from time to time. Al Incentive Awards granted
under the Plan shall be evidenced by a separate written agreement entered into by the Company and the recipient
of such Incentive Award.

6. Options

The Committee may from time to time grant Options, subject to the following terms and conditions:
{a) Exercise Price

The exercise price per share of Common Stock covered by any Option shall be not less than 100% of the
Fair Market Value of a share of Common Stock on the date on which such Option is granted. The agreement
evidencing the award of each Option shall clearly identify such Option as either an “incentive stock option”
within the meaning of Section 422 of the Code or as not an incentive stock option,

(b) Term and Exercise of Options

(1) Each Option shall become vested and exercisable on such date or dates, during such period and for such
number of shares of Common Stock as shall be determined by the Committee on or after the date such Option is
granted (including without limitation in accordance with terms and conditions relating to the vesting or
exercisability of an Option set forth in any employment, severance, change in control or similar agreement
entered into by the Company with a Participant on or after the date of grant); provided, however that no Option
shall be exercisable after the expiration of ten years from the date such Option is granted; and, provided, further,
that each Option shall be subject to earlier termination, expiration or cancellation as provided in the Plan or in the
agreement evidencing such Option. In addition, except as otherwise determined by the Committee at or after the
time of grant, unless an Option becomes vested or exercisable pursuant to Sections 6(c) or 6(d} hereof, an Option
may not become vested or exercisable in whole or in part during the twelve-month period commencing with the
date on which the Option was granted.

(2) Each Option may be exercised in whole or in part; provided, however that no partial exercise of an
Option shall be for an aggregate exercise price of less than $1,000 or such other amount as the Committee may
determine from time to time. The partial exercise of an Option shall not cause the expiration, termination or
cancellation of the remaining portion thereof.
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(3) An Option shall be exercised by such methods and procedures as the Committee determines from time to
time, including without limitation through net physical settlement or other method of cashless exercise.

(4) Options may not be sold, pledged, assigned, hypothecated, transferred, or disposed of in any manner
other than by will or by the laws of descent or distribution and may be exercised, during the lifetime of a
Participant, only by the Participant; provided, however that the Committee may permit Options to be sold, seld;
pledged, assigned, hypothecated, transferred, or disposed of, on a general or specific basis, subject to such
conditions and limitations as the Committee may determine.

(c) Effect of Termination of Employment or other Relationship

The agreement evidencing the award of each Option shall specify the consequences with respect to such
Option of the termination of the employmeant, service as a director or other relationship between the Company
and the Participant holding the Option, provided, however, that except as expressly provided to the contrary in
the agreement evidencing the award of a particular Option, where continued vesting or exercisability of an
Option terminates in connection with the termination of a Participant’s employment relationship with the
Company, such Participant’s employment relationship with the Company will be deemed, for purposes of such
Option, to continue so long as Participant serves as either an employee of the Company or as a member of the
Board. Notwithstanding the foregoing sentence, a Participant’s employment will be deemed to terminate
immediately upon such Participant’s termination for Cause, regardless of whether Participant remains on the
Board foilowing such termination.

(d) Effect of Qualifying Termination

If a Participant experiences a Qualifying Termination or a Director’s service on the Board terminates in
connection with or as a result of a Change in Control, each Option outstanding immediately prior to such
Qualifying Termination or termination of a Director’s service shall become fully and immediately vested and
exercisable as of such Qualifying Termination or termination of a Director’s service and shall remain exercisable
until its expiration, termination or cancellation pursuant to the terms of the Plan and the agreement evidencing
such Option,

(e} Special Rules for Incentive Stock Options

(1) The aggregate Fair Market Value of shares of Common Stock with respect to which “incentive
stock optiens™ (within the meaning of Section 422 of the Code) are exercisable for the first time by a
Participant during any calendar year under the Plan and any other stock option plan of the Company (or any
“subsidiary” as such term is defined in Section 424 of the Code of Chipotle) shall not exceed $100,000.
Such Fair Market Value shall be determined as of the date on which each such incentive stock option is
granted. In the event that the aggregate Fair Market Value of shares of Common Stock with respect to such
incentive stock options exceeds $100,000, then incentive stock options granted hereunder to such Participant
shall, to the extent and in the order required by regulations promulgated under the Code (or any other
authority having the force of regulations)(*‘Regulations”), automatically be deemed to be non-qualified
stock options, but all other terms and provisions of such incentive stock options shall remain unchanged. In
the absence of such Regulations (and authority), or in the event such Regulations (or authority) require or
permit a designation of the options which shall cease to constitute incentive stock options, incentive stock
options granted hereunder shall, to the extent of such excess and in the order in which they were granted,
automatically be deemed 10 be non-qualified stock options, but all other terms and provisions of such
incentive stock options shall remain unchanged.

(2) No incentive stock option may be granted to an individual if, at the time of the proposed grant, such
individual owns stock possessing more than ten percent of the total combined voting power of all classes of
stock of Chipotle or any of its “subsidiaries” (within the meaning of Section 424 of the Code), unless (i) the
exercise price of such incentive stock option is at least one hundred and ten percent of the Fair Market Value of
a share of Common Stock at the time such incentive siock option is granted and (ii) such incentive stock option
is not exercisable after the expiration of five years from the date such incentive stock option is granted.
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7. Other Stock-Based Awards

@ Authorization of Other Stock-Based Awards

The Committee may grant equity-based or equity-related awards not otherwise described herein in such
amounts and subject to such terms and conditions as the Committee shall determine. Without limiting the
generality of the preceding sentence, each such Other Stock-Based Award may (i) involve the transfer of actual
shares of Common Stock to Participants, either at the time of grant or thereafter, or payment in cash or otherwise
of amounts based on the value of shares of Common Stock, (ii) be subject to performance-based and/or service-
based conditions, (iii) be in the form of cash-settled stock appreciation rights, stock-settled stock appreciation
rights, phantom stock, restricted stock, restricted stock units, performance shares, or share-denominated
performance units (iv) be designed to comply with applicable laws of jurisdictions other than the United States,
and (v) be designed to qualify as Performance Based Compensation. Notwithstanding the foregoing, any Other
Stock-Based Award having a value determined by reference to a base or exercise price shall have a base or
exercise price not less than 100% of the Fair Market Value of a share of Common Stock on the date on which
such Other Stock-Based Award is granted, and no Other Stock-Based Award shall have an expiration date greater

than ten years from the date on which such Other Stock-Based Award is granted. Any stock-settied stock
appreciation right granted pursuant to this Section 7 shall provide for settlement solely in the number of shares
with an aggregate Fair Market Value on the date of exercise equal to (x) the excess of the Fair Market Value of a
share of Common Stock as of such date over the base or exercise price of such stock appreciation right,
multiplied by (y) the number of stock appreciation rights being exercised.

(b) Effect of Qualifying Termination, Other Termination Provisions

Except as may be expressly provided to the contrary by the Committee in an agreement evidencing the grant
of an Other Stock-Based Award or any employment, severance, change in control or similar agreement entered
into with a Participant, if a Participant experiences a Qualifying Termination or a Director’s service on the Board
terminates in connection with or as a result of a Change in Control, each Other Stock-Based Award outstanding
immediately prior to such Qualifying Termination or termination of Director’s service shall become fully and
immediately vested and, if applicable, exercisable as of such Qualifying Termination or termination and shall
remain exercisable until its expiration, termination or cancellation pursuant to the terms of the Plan and the
agreement evidencing such Other Stock-Based Award.

Furthermore, except as expressly provided to the contrary in the agreement evidencing the award of a
particular Other Stock-Based Award, where continued vesting or exercisability of an Other Stock-Based Award
terminates in connection with the termination of a Participant’s employment relationship with the Company, such
Participant’s employment relationship with the Company will be deemed, for purposes of such Other Stock-
Based Award, to continue so long as Participant serves as either an employee of the Company or as a member of
the Board. Notwithstanding the foregoing sentence, a Participant’s employment will be deemed to terminate
immediately upon such Participant’s termination for Cause, regardless of whether Participant remains on the
Board following such termination.

8. Performance Measures

(a) Performance Measures

The performance goals upon which the payment or vesting of any Incentive Award (other than Options and
SARs) to a Covered Employee that is intended to qualify as Performance-Based Compensation depends shall
relate to one or more of the following Performance Measures (either alone or in any combination, and may be
expressed with respect to the Company or one or more operating units or groups, as the Commitlee may
determine): revenue growth-eperating-ineome;operating-; cash flows; cash flow from operations; net incomes;
earnings per share, fetura-on-salesreturn-on-assetssdiluted or basic: eamnings per share from continuing
operations, diluted or basic; earnings before interest and taxes; earnings before interest, taxes, depreciation, and
amortization; earnings from continuing operations; net asset lurnover; inventory turnover; capital expenditures;
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net income; income from operations; income before income taxes; gross or operating margin; restaurant-level
operating margin; profit margin; assets; debt; working capital; return on equitys; return on net assets; return on
total assets; return on iavested-capital;; return on investment; return on revenue; net or gross revenue; comparabie
restaurant sales; new stererestaurant openings; market share; economic value added; cost of capital; expense
reduction levels; safety record; stock price; productivity; customer satisfaction; employee satisfaction; and total
shareholder return. For any Plan Year, Performance Measures may be determined on an absolute basis or relative
to internal goals or relative to levels attained in years prior to such Plan Year or related to other companies or
indices or as ratios expressing relationships between two or more Performance Measures.

Performance Periods may be equal to or longer than, but not less than, one fiscal year of the Company and
may be overlapping. Within 90 days after the beginning of a Performance Period, and in any case before 25% of
the Performance Period has elapsed, the Committee shall establish (a} performance goals and objectives for the
Company for such Performance Period, (b} target awards for each Participant, and (c¢) schedules or other
objective methods for determining the applicable performance percentage to be applied to each such target
award.

Fhe-To the extent determined by the Committee at the time the Performance Measures are established, the
measurement of any Performance Measure(s) may exclude the impact of charges for restructurings, discontinued
operations, extraordinary items, and other unusual or non-recurring items, and the cumulative effects of
accounting changes, each as defined by generally accepted accounting principles and as identified in the
Company’s audited financial statements, including the notes thereto. Ary-To the extent determined by the
Committee at the time the Performance Measures are established, any Performance Measure{s} may be used to
measure the performance of the Company or a Subsidiary as a whole or any business unit of the Company or any
Subsidiary or any combination thereof, as the Commitiee may deem appropriate, or any of the above
Performance Measures as compared to the performance of a group of comparator companies, or a published or
special index that the Committee, in its discretion, deems appropriate.

Nothing in this Section 8 is intended to limit the Committee’s discretion to adopt conditions with respect to
any Incentive Award that is not intended to qualify as Performance-Based Compensation that relate 10
performance other than the Performance Measures. In addition, the Committee may, subject to the terms of the
Plan, amend previously granted Incentive Awards in a way that disqualifies them as Performance-Based
Compensation.

(b) Committee Discretion

In the event that the requirements of Section 162(m) of the Code and the regulations thereunder change to
permit Committee discretion to alter the Performance Measures without obtaining shareholder approval of such
changes, the Committee shall have discretion to make such changes without obtaining shareholder approval.

9. Adjustment Upon Changes in Common Stock

(a) Shares Available for Grants

In the event of any change in the number of shares of Common Stock outstanding by reason of any stock
dividend or split. recapitalization, merger, consolidation, combination or exchange of shares or similar corporate
change, the maximum aggregate number of shares of Common Stock with respect to which the Committee may
grant Incentive Awards and the maximum aggregate number of shares of Common Stock with respect to which
the Committee may grant Incentive Awards to any individual Participant in any year shall be appropriately
adjusted by the Committee. In the event of any change in the number of shares of Common Stock outstanding by
reason of any other similar event or transaction, the Committee may, but need not, make such adjustments in the
number and class of shares of Common Stock with respect to which Incentive Awards may be granted as the
Committee may deem appropriate.
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(b) Increase or Decrease in Issued Shares Without Consideration

Subject to any required action by the shareholders of Chipotle, in the event of any increase or decrease in
the number of issued shares of Common Stock resulting from a subdivision or consolidation of shares of
Common Stock or the payment of a stock dividend (but only on the shares of Common Stock), or any other
increase or decrease in the number of such shares effected without receipt or payment of consideration by the
Company or the payment of an extraordinary cash dividend, the number of shares of Common Stock subject to
each outstanding Incentive Award and the exercise price per share of Common Stock of each such Incentive
Award shall be adjusted as necessary to prevent the enlargement or dilution of rights under such Incentive
Award.

(c) Certain Mergers

Subject to any required action by the shareholders of Chipotle, in the event that Chipotle shall be the
surviving corporation in any merger, consolidation or similar transaction as a result of which the holders of
shares of Common Stock receive consideration consisting exclusively of securities of such surviving corporation,
the Committee shall adjust each Incentive Award outstanding on the date of such merger or consolidation to the
extent deemed appropriate by the Committee so that it pertains to and applies to the securities which a holder of
the number of shares of Common Stock subject to such Incentive Award would have received in such merger or
consolidation.

{d) Certain Other Transactions

In the event of (i} a dissolution or liquidation of Chipotle, (ii) a sale of all or substantially all of the
Company’s assets (on a consolidated basis), (ili} a merger, consolidation or similar transaction involving
Chipotle in which Chipotle is not the surviving corporation-et, (iv) a merger, consolidation or similar transaction
involving Chipotle in which Chipotle is the surviving corporation but the holders of shares of Common Stock
receive securities of another corporation and/or other property, including cash, or (v) a Business Combination
that is a Change in Control, the Committee shall, in its discretion, have the power to:

(i) cancel, effective immediately prior to the occurrence of such event, each Incentive Award (whether

or not then exercisable), and, in full consideration of such cancellation, pay to the Participant to whom such T
Incentive Award was granted an amount in cash, for each share of Common Stock subject to such Incentive =
Award equal to the value, as determined by the Committee in its discretion, of such Incentive Award, g
provided that with respect to any outstanding Option such value shall be equal to the excess of (A) the :

value, as determined by the Committee in its discretion, of the property (including cash) received by the
holder of a share of Common Stock as a result of such event over (B) the exercise price of such Option; or

(i} provide for the exchange of each Incentive Award (whether or not then exercisable or vested) for an
incentive award with respect to, as appropriate, some or all of the property which a holder of the number of
shares of Common Stock subject to such Incentive Award would have received in such transaction and,
incident thereto, make an equitable adjustment as determined by the Committee in its discretion in the
exercise price of the incentive award, or the number of shares or amount of property subject to the incentive
award or, if appropriate, provide for a cash payment to the Participant to whom such Incentive Award was
granted in partial consideration for the exchange of the Incentive Award.

(e) Other Changes

In the event of any change in the capitalization of Chipotle or corporate change other than those specifically
referred to in paragraphs (b), (c) or (d), the Committee may, in its discretion, make such adjustments in the
number and class of shares subject to Incentive Awards outstanding on the date on which such change occurs and |
in such other terms of such Incentive Awards as the Committee may consider appropriate.




(f) No Other Rights

Except as expressly provided in the Plan or the agreement evidencing the grant of an Option or Other Stock-
Based Award, no Participant shall have any rights by reason of any subdivision or consolidation of shares of
stock of any class, the payment of any dividend, any increase or decrease in the number of shares of stock of any
class or any dissolution, liguidation, merger or consolidation of Chipotle or any other corporation. Except as
expressly provided in the Plan or the agreement evidencing the grant of an Option or Other Stock-Based Award,
no issuance by Chipotle of shares of stock of any class, or securities convertible into shares of stock of any class,
shall affect, and no adjustment by reason thereof shall be made with respect to, the number of shares or amount
of other property subject to any Incentive Award.

(g} Savings-Clause
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The Company intends to administer the Plan and all Incentive Awards granted thereunder in a manner that
complies with Code Section 409A, however, the Company shall not be responsible for any additional tax
imposed pursuant to Code Section 409A, nor will the Company indemnify or otherwise reimburse Participant for
any liability incurred as a result of Code Section 409A.

10. Rights as a Stockholder

No person shall have any rights as a stockholder with respect to any shares of Common Stock covered by or
relating to any Incentive Award granted pursuant to the Plan until the date of the issuance of a stock certificate
with respect to such shares. Except as otherwise expressly provided in Section 9 hereof, no adjustment of any
Incentive Award shall be made for dividends or other rights for which the record date occurs prior to the date
such stock centificate is issued.

11. No Special Employment Rights; No Right to Incentive Award

(a) Nothing contained in the Plan or any Incentive Award shall confer upon any Participant any right with
respect to the continuation of his employment by or service to the Company or interfere in any way with the right
of the Company at any time to terminate such employment or to increase or decrease the compensation of the
Participant from the rate in existence at the time of the grant of an Incentive Award.

{b) No person shall have any claim or right 1o receive an Incentive Award hereunder. The Committee’s
granting of an Incentive Award to a Participant at any time shall neither require the Committee to grant an
Incentive Award 10 such Participant or any other Participant or other person at any time nor preclude the
Committee from making subsequent grants to such Participant or any other Participant or other person.

12. Securities Malters

(a) Chipotle shall be under no obligation to effect the registration pursuant to the Securities Act of any
shares of Common Stock te be issued hereunder or to effect similar compliance under any state laws.
Notwithstanding anything herein to the contrary, Chipotle shall not be obligated to cause to be issued or
delivered any certificates evidencing shares of Common Stock pursnant to the Plan unless and until Chipotle is
advised by its counsel that the issuance and delivery of such certificates is in compliance with all applicable laws,
regulations of governmental authority and the requirements of any securities exchange on which shares of
Common Stock are traded. The Committee may require, as a condition to the issuance and delivery of certificates
evidencing shares of Common Stock pursuant to the terms hereof, that the recipient of such shares make such
covenants, agreements and representations, and that such certificates bear such legends, as the Committee deems
necessary or desirable.



(b) The exercise of any Option granted hereunder shall only be effective at such time as counsel to Chipotle
shall have determined that the issuance and delivery of shares of Common Stock pursuant to such exercise is in
compliance with all applicable laws, regulations of governmental authority and the requirements of any securities
exchange on which shares of Common Stock are traded. Chipotle may, in its discretion, defer the effectiveness of
an exercise of an Option hereunder or the issuance or transfer of shares of Common Stock pursuant to any
[ncentive Award pending or to ensure compliance under federal or state securities laws or the rules or regulations
of any exchange on which the Shares are then listed for trading. Chipotle shall inform the Participant in writing
of its decision to defer the effectiveness of the exercise of an Option or the issuance or transfer of shares of
Common Stock pursuant to any Incentive Award. During the period that the effectiveness of the exercise of an
Option has been deferred, the Participant may, by written notice, withdraw such exercise and obtain the refund of
any amount paid with respect thereto.

13. Withholding Taxes

(a) Cash Remittance

Whenever shares of Common Stock are to be issued upon the exercise of an Option or the grant or vesting
of an Incentive Award, Chipotle shall have the right to require the Participant to remit to Chipotle in cash an
amount sufficient to satisfy federal, state and local withholding tax requirements, if any, attributable to such
exercise, grant or vesting prior to the delivery of any certificate or certificates for such shares or the effectiveness
of the lapse of such restrictions. In addition, upon the exercise or settlement of any Incentive Award in cash,
Chipotle shall have the right to withhold from any cash payment required to be made pursuant thereto an amount
sufficient to satisfy the federal, state and local withholding tax requirements, if any, attributable to such exercise
or settlement.

(b) Stock Remittance

At the election of the Participant, subject to the approval of the Committee, when shares of Commeon Stock
are 1o be issued upon the exercise, grant or vesting of an Incentive Award, the Participant may tender to Chipotle
a number of shares of Common Stock that have been owned by the Participant for at least six months (or such
other period as the Committee may determine) having a Fair Market Value at the tender date determined by the T
Committee to be sufficient to satisfy the minimum federal, state and local withholding tax requirements, if any,
attributable to such exercise, grant or vesting but not greater than such minimum withholding obligations. Such
election shall satisfy the Participant’s obligations under Section 13(a) hereof, if any.

(c) Stock Withholding

At the election of the Participant, subject to the approval of the Committee, when shares of Common Stock
are to be issued upon the exercise, grant or vesting of an Incentive Award, Chipotle shall withhold a number of
such shares having a Fair Market Value at the exercise date determined by the Commitiee to be sufficient to
satisfy the minimum federal, state and local withholding tax requirements, if any, attributable to such exercise, \
grant or vesting but not greater than such minimum withholding obligations. Such election shall satisfy the
Participant’s obligations under Section 13(a) hereof, if any.

IEEIES A

14, Amendment or Termination of the Plan

The Board of Directors may at any time suspend or discontinue the Plan or revise or amend it in any respect
whatsoever; provided, however, that to the extent any applicable law, regulation or rule of a stock exchange
requires shareholder approval in order for any such revision or amendment to be effective, such revision or
amendment shall not be effective without such approval. The preceding sentence shall not restrict the
Committee’s ability to exercise its discretionary authority hereunder pursuant to Section 4 hereof, which
discretion may be exercised without amendment to the Plan. No provision of this Section 14 shall be given effect
to the extent that such provision would cause any tax to become due under Section 409A of the Code. Except as
expressly provided in the Plan, no action hereunder may, without the consent of a Participant, reduce the

B-13




Fo
LTI

D ST

Participant’s rights under any previously granted and outstanding Incentive Award. Nothing in the Plan shall
limit the right of the Company to pay compensation of any kind outside the terms of the Plan,

15, No Obligation to Exercise

The grant to a Participant of an Incentive Award shall impose no obligation upon such Participant to
exercise such Incentive Award.

16. Transfers Upon Death

Upon the death of a Participant, outstanding Incentive Awards granted to such Participant may be exercised
only by the executors or administrators of the Participant’s estate or by any person or persons who shail have
acquired such right to exercise by will or by the laws of descent and distribution. No transfer by will or the laws
of descent and distribution of any Incentive Award, or the right to exercise any Incentive Award, shall be
effective to bind Chipotie unless the Commitiee shall have been furnished with (a} written notice thereof and
with a copy of the wili and/or such evidence as the Committee may deem necessary to establish the validity of
the transfer and (b) an agreement by the transferee to comply with all the terms and conditions of the Incentive
Award that are or would have been applicable to the Participant and to be bound by the acknowledgements made
by the Participant in connection with the grant of the Incentive Award.

17. Expenses and Receipts

The expenses of the Plan shall be paid by Chipotle. Any proceeds received by Chipotle in connection with
any Incentive Award will be used for general corporate purposes.

18. Governing Law
The Plan and the rights of all persons under the Plan shall be construed and administered in accordance with
the laws of the State of EeleradeDelaware without regard to its conflict of law principles.

19. Effective Date and Term of Plan

The Plan was originally adopted by the Board of Directors on January 23, 2006, and approved by the
shareholders of Chipotle on January 25, 2006, was amended on December 14, 2006, and was further amended
and restated and approved by the shareholders of Chipotle on May 21, 2008. No grants may be made under the
Plan after the tenth anniversary of adeptionsuch amendment and restaiement.




Appendix C

CHIPOTLE MEXICAN GRILL, INC,
EMPLOYEE STOCK PURCHASE PLAN

I. Purpose. The purpose of the Plan is to provide incentive for present and future employees of the Chipotle
Mexican Grill, Inc. (“Company”) and any Designated Subsidiary to acquire a proprietary interest (or increase an
existing proprietary interest) in the Company through the purchase of Common Stock. It is the Company’s
intention that the Plan qualify as an “employee stock purchase plan” under Section 423 of the Code. Accordingly,
the provisions of the Plan shall be administered, interpreted and construed in a manner consistent with the
requirements of that section of the Code.

2. Definitions.

(a) “Applicable Percentage” means the percentage specified in Section 7(b), subject to adjustment by the
Committee as provided in Section 7(b).

(b) *“Board” means the Board of Directors of the Company.
{c) “Code” means the Internal Revenue Code of 1986, as amended, and any successor thereto.

(d) “Committee” means the committee appointed by the Board to administer the Plan as described in
Section 15 of the Plan or, if no such Committee is appointed, the Board.

(e) “Common Stock” means the Company’s Class A Common Stock, par value $0.01 per share.
() “Company” means Chipotle Mexican Grill, Inc, a Delaware Corporation.

(g) “Compensation” means, with respect to each Participant for each pay period, the full base salary and
overtime paid to such Participant by the Company or a Designated Subsidiary. Except as otherwise determined
by the Committee, “Compensation” does not include: (i} bonuses or commissions, (i) any amounts contributed
by the Company or a Designated Subsidiary to any pension plan (iii) any automobile or relocation allowances (or
reimbursement for any such expenses), (iv) any amounts paid as a starting bonus or finder’s fee, (v) any amounts
realized from the exercise of any stock options or incentive awards, (vi) any amounts paid by the Company or a
Designated Subsidiary for other fringe benefits, such as health and welfare, hospitalization and group life
insurance benefits, or perquisites, or paid in lieu of such benefits, or (vii) other similar forms of extraordinary
compensation.

(h) “Continuous Status as an Employee” means the absence of any interruption or termination of service as
an Employee. Continuous Status as an Employee shall not be considered interrupted in the case of a leave of
absence agreed to in writing by the Company or the Designated Subsidiary that employs the Employee, provided
that such leave is for a period of not more than 90 days or reemployment upon the expiration of such leave is
guaranteed by contract or statute,

(i) “Designated Subsidiaries” means the Subsidiaries that have been designated by the Board from time to
time in its sole discretion as eligible to participate in the Plan.

(j) “Employee” means any person, including an Officer, who is an employee of the Company or one of its
Designated Subsidiartes.

(k) “Entry Date” means the first Trading Day of each Exercise Period.

(1) “Exchange Act” means the Securities Exchange Act of 1934, as amended.
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(m) “Exercise Date” means the last Trading Day of each Exercise Period,

(n) “Exercise Period” means, subject to adjustment as provided in Section 4(b), the approximately six
(6) month period beginning on each May | and ending the last Trading Day on or before October 31 of such
year, or beginning on each November 1 and ending the last Trading Day on or before April 30 of such year,

(0} “Exercise Price” means the price per share of Common Stock offered in a given Exercise Period
determined as provided in Section 7(b).

{p) “Fair Market Value” means, with respect to a share of Common Stock, the Fair Market Value as
determined under Section 7{(c).

(q) "“Officer” means a person who is an officer of the Company within the meaning of Section 16 under the
Exchange Act and the rules and regulations promulgated thereunder.

(r) “Participant” means an Employee who has elected to participate in the Plan by filing an enrotlment
agreement with the Company as provided in Section 5 hereof.

(s) “Plan” means the Chipotle Mexican Grill, Inc. Employee Stock Purchase Plan, as in effect from time to
time,

(t) “Pian Contributions™ means, with respect to each Participant, the lump sum cash transfers, if any, made
by the Participant to the Plan pursuant to Section 6(a) hereof, plus the after-tax payroll deductions, if any,
withheld from the Compensation of the Participant and contributed to the Plan for the Participant as provided in
Section 6 hereof, and any other amounts contributed to the Plan for the Participant in accordance with the terms
of the Plan.

(u) “Subsidiary” means any corporation, domestic or foreign, of which the Company owns, directly or
indirectly, 50% or more of the total combined voting power of all classes of stock, and that otherwise qualifies as
a “subsidiary corporation” within the meaning of Section 424(f} of the Code.

{v) “Trading Day” means a day on which the New York Stock Exchange is open for trading,

3. Eligibility.
(a) In General. Any individual who has completed at least twelve (12) months of employment with the

Company or any Subsidiary and who is an Employee as of the Entry Date of a given Exercise Period shall be
eligible to become a Participant as of the Entry Date of such Exercise Period.

{b) Changes by Committee. The Committee shall have the power to modify the Employees eligible for the
Plan with respect to future offerings if such change is announced at least five (5) days prior to the scheduled
beginning of the first Exercise Period to be affected, provided that the only categories of Employees that may be
excluded from the Plan are those allowed by Code § 423(b)(4).

4, Exercise Periods.

{(a) In General. The Plan shall generally be implemented by a series of Exercise Periods, each of which last
approximately six (6) months,

(b) Changes by Committee. The Committee shall have the power to make changes to the duration and/or the
frequency of Exercise Periods with respect to future offerings if such change is announced at least five (5) days
prior to the scheduled beginning of the first Exercise Period to be affected.
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5. Participation. Employees meeting the eligibility requirements of Section 3 hereof may elect to participate
in the Plan commencing on any Entry Date by completing an enrollment agreement on the form provided by the
Company and filing the enrollment agreement with the Company on or prior to such Entry Date, unless a later
time for filing the enrollment agreement is set by the Committee for all eligible Employees with respect to a
given offering.

6. Plan Contributions,

(a) Contribution by Payroll Deduction. Except as otherwise authorized by the Committee, alf contributions
to the Plan shall be made cnly by payroll deductions. The Committee may, but need not, permit Participants to
make after-tax contributions to the Plan at such times and subject to such terms and conditions as the Committee
may in its discretion determine. AH such additional contributions shall be made in a manner consistent with the
provisions of Section 423 of the Code or any successor thereto, and shall be treated in the same manner as payroll
deductions contributed to the Plan as provided herein.

{(b) Payroll Deduction Election on Enrollment Agreement. At the time a Participant files the enrollment
agreement with respect to an Exercise Period, the Participant may authorize payroll deductions to be made on
each payroll date during the portion of the Exercise Period that he or she is a Participant in an amount not less
than 1% and not more than 15% of the Participant’s Compensation on each payroll date during the portion of the
Exercise Period that he or she is a Participant. The amount of payroll deductions must be a whole percentage
(e.g., 1%, 2%, 3%, etc.) of the Participant’s Compensation.

(c) Commencement of Payroll Deductions. Except as otherwise determined by the Committee under rules
applicable to all Participants, payroll deductions shall commence with the earliest administratively practicable
payroll period that begins on or after the Entry Date with respect to which the Participant files an enrollment
agreement in accordance with Section 5.

{(d) Automatic Continuation of Payroll Deductions. Unless a Participant elects otherwise prior to the
Exercise Date of an Exercise Period, including the Exercise Date prior to termination in the case of an Exercise
Period terminated under Section 4(b) hereof, such Participant shall be deemed (i) to have elected to participate in
the immediately succeeding Exercise Period (and, for purposes of such Exercise Period the Participant’s “Entry
Date" shall be deemed to be the first day of such Exercise Period) and (ii) to have authorized the same payroil
deduction for the immediately succeeding Exercise Period as was in effect for the Participant immediately prior
to the commencement of the succeeding Exercise Period.

(¢) Change of Payroll Deduction Election. A Participant may decrease or increase the rate or amount of his
or her payroll deductions during an Exercise Period (within the limitations of Section 6(b) above) by completing
and filing with the Company a new enrollment agreement authorizing a change in the rate or amount of payroll
deductions; provided, that a Participant may not change the rate or amount of his or her payroll deductions more
than twice in any Exercise Period. Except as otherwise determined by the Committee under rules applicable to all
Participants, the change in rate or amount shall be effective as of the earliest administratively practicable payroll
period that begins on or after the date the Company recejves the new enrollment agreement. Additionally, a
Participant may discontinue his or her participation in the Plan as provided in Section 13(a).

(f) Automatic Changes in Payroll Deduction. Notwithstanding the foregoing, to the extent necessary to
comply with Section 423(b)(8) of the Code, Section 7(d) hereof, or any other applicable law, a Participant’s
payroll deductions for any calendar year may be decreased, including to 0%, at such time during such calendar
year that the aggregate of ali payroll deductions accumulated during such calendar year are equal to the product
of $25,000 multiplied by the Applicable Percentage for the calendar year. Payroll deductions shall recommence
at the rate provided in the Participant’s enroliment agreement at the beginning of the first Exercise Period
beginning in the following calendar year, unless the Participant terminates participation as provided in
Section 13(a).
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7. Grant of Option.

(a) Shares of Common Stock Subject to Option. On a Participant’s Entry Date, subject to the limitations set
forth in Section 7(d} and this Section 7(a), the Participant shall be granted an option to purchase on the
subsequent Exercise Date (at the Exercise Price determined as provided in Section 7(b) below) up to a number of
shares of Common Stock determined by dividing such Participant’s Plan Contributions accumulated prior to such
Exercise Date and retained in the Participant’s account as of such Exercise Date by the Exercise Price; provided,
that the maximum number of shares a Participant may purchase during any Exercise Period shall be 300.

{b} Exercise Price. The Exercise Price per share of Common Stock offered to each Participant in a given
Exercise Period shall be the Applicable Percentage of the Fair Market Value of a share of Common Stock on the
Exercise Date. The Applicable Percentage with respect to each Exercise Period shall be no less than 85%. The
Applicable Percentage shall initially be [95%] unless and until such Applicable Percentage is changed by the
Committee, in its sole discretion, provided that any such change in the Applicable Percentage with respect to a
given Exercise Period must be established not less than fifteen (15) days prior to the Entry Date thereof.

(c) Fair Market Value. The Fair Market Value of a share of Common Stock on a given date shall be
determined by the Committee in its discretion; provided, that if there is a public market for the Common Stock,
the Fair Market Value per share shall be either (i) if the Common Stock is listed on a stock exchange, the closing
price of the Common Stock on such exchange on such date (or, in the event that the Common Stock is not traded
on such date, on the immediately preceding trading date), (ii) in the event the Common Stock is not traded on a
stock exchange, the closing price of the Common Stock on such date (or, in the event that the Common Stock is
not traded on such date, on the immediately preceding trading date), as reported by the National Association of
Securities Dealers Automated Quotation (Nasdaq) National Market System, (iii) if such price is not reported, the
average of the bid and asked prices for the Common Stock on such date (or, in the event that the Common Stock
is not traded on such date, on the immediately preceding trading date), as reported by Nasdaq, or (iv) if no such
quotations are available for a date within a reasonable time prior to the valuation date, the value of the Common
Stock as determined by the Committee using any reasonable means,

{d) Limitation on Option that may be Granted. Notwithstanding any provision of the Plan to the contrary, no
Participant shall be granted an option under the Plan (i) to the extent that if, immediately after the grant, such
Employee (including any stock which is attributed to such Employee pursuant to Section 424(d)} of the Code)
would own stock and/or hold outstanding options to purchase stock possessing, in the aggregate, 5% or more of
the total combined voting power or value of all classes of stock of the Company or of any Subsidiary of the
Company as computed under Section 423(b)(3) of the Code and the Treasury Regulations thereunder, or (ii) to
the extent that his or her rights 1o purchase stock under all employee stock purchase plans of the Company and its
Subsidiaries intended to qualify under Section 423 of the Code accrue at a rate which exceeds $25,000 of Fair
Market Value of stock (determined at the time such option is granted) for each calendar year in which such
oplion is outstanding at any time, as determined in accordance with section 423(b)(8) of the Code and the
Treasury Regulations thereunder, or such Iesser amount for a particular calendar year as the Committee may
specify, in its discretion, at least five (5) days prior to the commencement of any Exercise Period occurring, in
whole or in part, during such calendar year.

(e) No Rights as Shareholder. A Participant will have no interest or voting right in shares covered by his
option until such option has been exercised.

8. Exercise of Options.

(a) Antomatic Exercise. A Participant’s option for the purchase of shares will be exercised automatically on
each Exercise Date, and the maximum number of full shares subject to the option shall be purchased for the
Participant at the applicable Exercise Price with the accumulated Plan Contributions then credited to the
Participant’s account under the Plan. During a Participant’s lifetime, a Participant’s option to purchase shares
hereunder is exercisable only by the Participant.
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(b) Carryover of Excess Contributions. Any amount remaining to the credit of a Participant’s account after
the purchase of shares by the Participant on an Exercise Date, or which is insufficient to purchase a full share of
Common Stock, shall remain in the Participant’s account, and be carried over to the next Exercise Period, uniess
the Participant withdraws from participation in the Plan or elects to withdraw his or her account balance in
accordance with Section 10{c).

9. Issuance of Shares.

(2) Delivery of Shares. The Company will hold in book-entry the shares of Comimon Stock purchased by
each Participant under the Plan. Upon receipt of written request from or on behalf of a Participant, the Company
shall, as promptly as practicable, arrange for the delivery to such Participant {or the Participant’s beneficiary), as
appropriate, or to a custodial account for the benefit of such Participant (or the Participant’s beneficiary} as
appropriate. of a certificate representing the shares purchased under the Plan, and the Company shall assume, for
tax purposes, such Participant’s disposition of the underlying shares (unless such Participant clearly advises the
Company otherwise in writing). In the event that a Participant provides a wrilten statement of his intention not to
sell or otherwise dispose of such shares as set forth in the foregoing sentence, such Participant shall be required
to report to the Company any subsequent disposition of such shares prior to the expiration of the holding periods
specified by Section 423(a)(1) of the Code. If and to the extent that such disposition imposes upon the Company
federal, state, local or other withholding tax requirements, or any such withholding is required to secure for the
Company an otherwise available tax deduction, the Participant must remit to the Company an amount sufficient
1o satisfy those requirements.

(b) Registration of Shares. Shares to be delivered to a Participant under the Plan will be registered in the
name of the Participant or in the name of the Participant and his or her spouse, as requested by the Participant.

(c) Compliance with Applicable Laws. The Plan, the grant and exercise of options to purchase shares under
the Plan, and the Company’s obligation to sell and deliver shares upon the exercise of options to purchase shares
shall be subject to compliance with all applicable federal, state and foreign laws, rules and regulations and the
requirements of any stock exchange on which the shares may then be listed.

(d) Withholding. The Company may make such provisions as it deems appropriate for withholding by the
Company pursuant to federal or state tax laws of such amounts as the Company determines it is required to
withhold in connection with the purchase or sale by a Participant of any Common Stock acquired pursuant to the
Plan. The Company may require a Participant to satisfy any relevant tax requirements before authorizing any
issuance of Common Stock to such Participant.

(e) Restrictions on Shares. The Committee shall have the power to provide that Shares delivered to
Participants under the Plan with respect to future offerings will be unvested upon delivery and shall vest upon the
Participant remaining employed with the Company for a period of time determined by the Committee, provided
that (i) such change is announced at least five (5) days prior to the scheduled beginning of the first Exercise
Period to be affected, (ii) any such vesting conditions must be uniformly applied to all Participants, and (iii) such
vesting restrictions do not cause the Plan to fail to qualify as an “employee stock purchase plan” under
Section 423 of the Code.

10. Participant Accounts.

(a) Bookkeeping Accounts Maintained. Individual bookkeeping accounts will be maintained for each
Participant in the Plan 10 account for the balance of his Plan Contributions, options issued, and shares purchased
under the Plan. However, all Plan Contributions made for a Participant shall be deposited in the Company’s
general corporate accounts, and no interest shall accrue or be credited with respect to a Participant’s Plan
Contributions. All Plan Coentributions received or held by the Company may be used by the Company for any
corporate purpose, and the Company shall not be obligated to segregate or otherwise set apart such Plan
Contributions from any other corporate funds.
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(b) Participant Account Statements. Statements of account will be given to Participants quarterly, which
statements will set forth the amounts of payrell deductions, the per share purchase price and the number of shares
purchased.

{c) Withdrawal of Account Balance Following Exercise Date. A Participant may elect at any time within the
first thirty (30) days following any Exercise Period, or at such other time as the Committee may from time to
time prescribe, to receive in cash any amounts carried-over in accordance with Section 8(b). An election under
this Section 10(c) shall not be treated as a withdrawal from participation in the Plan under Section 13(a).

I1. Designation of Beneficiary.

(a) Designation, A Participant may file a written designation of a beneficiary who is to receive any shares
and cash, if any, from the Participant’s account under the Plan in the event of the Participant’s death subsequent
to ann Exercise Date on which the Participant’s option hereunder is exercised but prior to delivery to the
Participant of such shares and cash. In addition, a Participant may file a written designation of a beneficiary who
is to receive any cash from the Participant’s account under the Plan in the event of the Participant’s death prior to
the exercise of the option.

(b} Change of Designation. A Participant’s beneficiary designation may be changed by the Participant at any
time by written notice. In the event of the death of a Participant and in the absence of a beneficiary validly
designated under the Plan who is living at the time of such Participant’s death, the Company shall deliver such
shares and/or cash to the executor or administrator of the estate of the Participant, or if no such executor or
administrator has been appointed (to the knowledge of the Company), the Company, in its discretion, may deliver
such shares and/or cash to the spouse or to any one or more dependents or relatives of the Participant, or if no
spouse, dependent or relative is known to the Company, then to such other person as the Company may
designate.

12, Transferability. Neither Plan Contributions credited to a Participant’s account nor any rights to exercise
any option or receive shares of Common Stock under the Plan may be assigned, transferred, pledged or otherwise
disposed of in any way (other than by will or the laws of descent and distribution, or as provided in Section 11),
Any attempted assignment, transfer, pledge or other distribution shall be without effect, except that the Company
may treat such act as an election to withdraw in accordance with Section 13(a).

13. Withdrawal; Termination of Employment.

(a) Withdrawal. A Participant may withdraw from the Plan at any time by giving written notice to the
Company. Payroll deductions, if any have been authorized, shall cease as soon as administratively practicable
after receipt of the Participant’s notice of withdrawal, and, subject to administrative practicability, no further
purchases shall be made for the Participant’s account. All Plan Contributions credited to the Participant’s
account, if any, and not yet invested in Common Stock, will be paid to the Participant as soon as administratively
practicable after receipt of the Participant’s notice of withdrawal. The Participant’s unexercised options to
purchase shares pursuant to the Plan automatically will be terminated. Payroll deductions will not resume on
behalf of a Participant who has withdrawn from the Plan (a “Former Participant”) unless the Former Participant
enrolls in a subsequent Exercise Period in accordance with Section 5 and subject to the restriction provided in
Section 13(b), below,

(b) Effect of Withdrawal on Subsequent Participation. A Former Participant who has withdrawn from the
Plan pursuant to this Section 13(b) shall not again be eligible to participate in the Plan prior to the beginning of
the Exercise Period that commences at least 12 months from the date the Former Participant withdrew, and the
Former Participant must submit a new enroliment agreement in order to again become a Participant as of that
date.
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(c) Termination of Employment. Upon termination of a Participant’s Continuous Status as an Employee
prior to any Exercise Date for any reason, including retirement or death, the Plan Contributions credited o the
Participant’s account and not yet invested in Common Stock will be returned to the Participant or, in the case of
death, to the Participant’s beneficiary as determined pursvant to Section 11, and the Participant’s option to
purchase shares under the Plan will automatically terminate.

14. Common Stock Available under the Plan.

(a) Number of Shares. Subject to adjustment as provided in Section 14(b) below, the maximum number of
shares of the Company’s Common Stock that shall be made avatlable for sale under the Plan shall be 500,000
shares. Shares of Common Stock subject to the Plan may be newly issued shares or shares reacquired in private
transactions or open market purchases. If and to the extent that any right to purchase reserved shares shall not be
exercised by any Participant for any reason or if such right to purchase shall terminate as provided herein, shares
that have not been so purchased hereunder shall again become available for the purpose of the Plan unless the
Plan shall have been terminated, but all shares sold uader the Plan, regardless of source, shall be counted against
the limitation set forth above.

(b) Adjustments Upon Changes in Capitalization; Corporate Transactions.

(1) If the outstanding shares of Common Stock are increased or decreased, or are changed into or are
exchanged for a different number or kind of shares, as a result of one or more reorganizations,
restructurings, recapitalizations, reclassifications, stock splits, reverse stock splits, stock dividends or the
like, upon authorization of the Committee, appropriate adjustments shall be made in the number and/or kind
of shares, and the per-share option price thereof, which may be issued in the aggregate and to any
Participant upon exercise of options granted under the Plan.

(ii) In the event of the proposed dissolution or liquidation of the Company, the Exercise Period will
terminate immediately prior to the consummation of such proposed action, unless otherwise provided by the
Committee.

(iii) In the event of a proposed sale of all or substantially all of the Company’s assets, or the merger of
the Company with or into another corporation {(each, a “Sale Transaction”), each option under the Plan shall
be assumed or an equivalent option shall be substituted by such successor corporation or a parent or
subsidiary of such successor corporation, unless the Committee determines, in the exercise of its sole
discretion and in lieu of such assumption or substitution, to shorten the Exercise Period then in progress by
setting a new Exercise Date (the “New Exercise Date”). If the Committee shortens the Exercise Pericd then
in progress in lieu of assumption or substitution in the event of a Sale Transaction, the Committee shall
notify each Participant in writing, at least ten (10) days prior to the New Exercise Date, that the exercise
date for such Participant’s option has been changed to the New Exercise Date and that such Participant’s
option will be exercised automatically on the New Exercise Date, unless prior to such date the Participant
has withdrawn from the Plan as provided in Section 13(a). For purposes of this Section 14(b}, an option
granted under the Plan shall be deemed to have been assumed if, following the Sale Transaction, the option
confers the right to purchase, for each share of option stock subject to the option immediately prior to the
Sale Transaction, the consideration (whether stock, cash or other securities or property) received in the Sale
Transaction by holders of Common Stock for each share of Common Stock held on the effective date of the
Sale Transaction (and if such holders were offered a choice of consideration, the type of consideration
chosen by the holders of a majority of the outstanding shares of Common Stock); provided, that if the
consideration received in the Sale Transaction was not solely common stock of the successor corporation or
its parent (as defined in Section 424(ge) of the Code}), the Committee may, with the consent of the successor
corporation and the Participant, provide for the consideration to be received upon exercise of the option to
be solely common stock of the successor corporation or its parent equal in fair market value to the per share
consideration received by the holders of Common Stock in the Sale Transaction.

(iv) In all cases, the Committee shall have sole discretion to exercise any of the powers and authority
provided under this Section 14, and the Committee’s actions hereunder shall be final and binding on all
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Participants. No fractional shares of stock shall be issued under the Plan pursuant to any adjustment
authorized under the provisions of this Section 14.

15. Administration.

(a) Committee. The Plan shall be administered by the Committee. The Committee shall have the authority to
interpret the Plan, to prescribe, amend and rescind rules and regulations relating to the Plan, and to make all other
determinations necessary or advisable for the administration of the Plan. The administration, interpretation, or
application of the Plan by the Committee shall be final, conclusive and binding upon all persons.

(b) Requirements of Exchange Act. Notwithstanding the provisions of Section 15(a) above, in the event that
Rule 16b-3 promulgated under the Exchange Act or any successor provision thereto (“Rule 16b-3") provides
specific requirements for the administrators of plans of this type, the Plan shall only be administered by such
body and in such a manner as shall comply with the applicable requirements of Rule 16b-3.

16. Amendment, Suspension, and Termination of the Plan.

(a) Amendment of the Plan. The Board or the Committee may at any time, or from time to time, amend the
Plan in any respect; provided, that (i) except as otherwise provided in Section 4(b) hereof, no such amendment
may make any change in any option theretofore granted which adversely affects the rights of any Participant and
(ii) the Plan may not be amended in any way that will cause rights issued under the Plan to fail to meet the
requirements for employee stock purchase plans as defined in Section 423 of the Code or any successor thereto.
To the extent necessary to comply with Rule 16b-3 under the Exchange Act, Section 423 of the Code, or any
other applicable law or regulation, the Company shall obtain shareholder approval of any such amendment.

(b) Suspension of the Plan. The Board or the Committee may, as of the close of any Exercise Date, suspend
the Plan; provided, that the Board or Committee provides notice to the Participants at least five (5) business days
prior to the suspension. The Board or Committee may resume the normal operation of the Plan as of any Exercise
Date; provided further, that the Board or Committee provides notice to the Participants at least twenty
{20) business days prior to the date of termination of the suspension period. A Participant shall remain a
Participant in the Plan during any suspension period (unless he or she withdraws pursuant to Section 13(a}),
however no options shall be granted or exercised, and no payroll deductions shalt be made in respect of any
Participant during the suspension period. Participants shall have the right to withdraw carryover funds provided
in Section 10(c) throughout any suspension period. The Plan shall resume its normal operation upon termination
of a suspension period.

(c) Termination of the Plan. The Plan and all rights of Employees hereunder shall terminate on the earliest

of:

(1) the Exercise Date that Participants become entitled to purchase a number of shares greater than the
number of reserved shares remaining available for purchase under the Plan;

(ii) such date as is determined by the Board or the Committee in its discretion; or

(iii) the last Exercise Date immediately preceding the tenth (10th) anniversary of the Plan’s effective
date.

In the event that the Plan terminates under circumstances described in Section 16(c)(i) above, reserved shares
remaining as of the termination date shall be sold to Participants on a pro rata basis, based on the retative value of
their cash account balances in the Plan as of the termination date.

17. Notices. All notices or other communications by a Participant to the Company under or in connection
with the Plan shall be deemed to have been duly given when received in the form specified by the Company at
the location, or by the person, designated by the Company for the receipt thereof.
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18. Expenses of the Plan. All costs and expenses incurred in administering the Plan shall be paid by the
Company, except that any stamp duties or transfer taxes applicable to participation in the Plan may be charged to
the account of such Participant by the Company.

19. No Employment Rights. The Plan does not, directly or indirectly, create any right for the benefit of any
employee or class of employees to purchase any shares under the Plan, or create in any employee or class of
employees any right with respect to continuation of employment by the Company or any Subsidiary, and it shall
not be deemed to interfere in any way with the right of the Company or any Subsidiary to terminate, or otherwise
modify, an employee’s employment at any time.

20. Applicable Law. The internal laws of the State of Delaware shall govern all matters relating to this Plan
except to the extent (if any) superseded by the laws of the United States.

21. Additicnal Restrictions of Rule 16b-3. The terms and conditions of options granted hereunder to, and the
purchase of shares by, persons subject te Section 16 of the Exchange Act shall comply with the applicable
provisions of Rule 16b-3. This Plan shall be deemed to contain, and such options shall contain, and the shares
issued upon exercise thereof shall be subject to, such additional conditions and restrictions as may be required by
Rule 16b-3 to qualify for the maximum exemption from Section 16 of the Exchange Act with respect to Plan
transactions.

22. Effective Date. The Plan will become effective on
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Steve Ells
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Bob Wilner
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Rex Jones
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Steve Ells
Chairman of the Board

Montgomery F. Moran
Director
President and Chief Operating Officer of Chipotle Mexican Grill, Inc.

Albert S. Baldocchi

Director
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Director
President, Midwest Division, McDonald's Corp. (retired)
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Director
Former Vice Chairman and President, IVAX Corporation: Private Investor

Patrick J. Flynn

Director
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Director
Senior Vice President, Human Resources, Syntex Corp. (retired)

STOCK EXCHANGE LISTING

New York Stock Exchange
Class A Symbol: CMG
Class B Symbol: CMG.B

AUDITORS
Ernst & Young LLP

Denuver, Colorado
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By mait:
Computershare Investor Services, LLC.
2 North LaSalle Street Chicago, IL 60602

By phone:
1-312-360-5496

Omntline:
www.computershare.com

SEC Form 10-K
Stockholders may obrain copies of Chipotle’s annual report on Form 10-K for the year ended December 31, 2007 {exclusive of exhibits), including our audited financial starements,
at no cost by writing to the Corporate Secretary, Chipotle Mexican Grill, Inc., 1543 Wazee Street, Suite 200, Denver, CO 80202,
Certifications
Chipotle has filed as exhibits to its Annual Report on Form 10-K filed with the SEC certifications of our Chief Execurive Officer, President and Chief Operating Officer,
and Chief Finance and Development Officer regarding cur financial statements, disclosure controls and procedures and other marers.

Our Chief Executive Officer has also submitted to the NYSE a certification certifying that he is not aware of any violations by Chipotle of the NYSE corporate governance listing standards.
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